THE 


YALE REVIEW. 


NOVEMBER, Igoo. 


COMMENT. 


The Currency Act and the Gold Standard; The Anthracite 
Coal Strike. 


HE past political campaign has brought into prominence the 
question whether the Currency Act of March, 1goo, defi- 
nitely establishes the United States upon a gold standard. This 
question may be answered affirmatively if the question is made to a ty 
read: does the Act finally dispose of the free coinage of silver? ve 
The likelihood of the election of a Congress and a President who i 
will agree upon the adoption of such a measure has become too Va 
remote to be seriously considered. The permanent interests of ‘| i 
the majority of our people, as well the course of recent monetary ii 
legislation in other countries, make it practically impossible for | z 


the United States ever to join our neighbor, Mexico, in the 
narrow and narrowing circle of countries which open their mints 
to the free coinage of the white metal. If by the adoption of the 
gold standard is meant the discarding of silver as money, the 
question may be answered in the negative, and with still greater i, 


assurance. The recent law of the United States, like the various 
demonetization acts of other countries, provides ample room for 
the monetary use of silver, which will inevitably continue as long 
as the range of prices and wages calls for a bulkier metal than 
gold. 

If, however, the adoption of the geld standard means the adop- 
tion of a monetary system which combines the free coinage of 


gold as an unlimited legal tender in the payment of debts with 
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the issue of subsidiary currency, coin or paper, a limited legal 
tender and redeemable in gold; then the recent Act cannot be 
said to have followed the example of British legislation and 
adopted the gold standard. To have done so, the Act should at 
least have made silver dollars redeemable in gold. But this step 
Congress refused to take. It is indeed an open question whether 
we shall in the near future solve our difficulties with a paper 
and a silver currency by taking such a step. The indications are 
that we have deliberately chosen to keep the solution of the 
problem in suspense. We have avoided the example of Great 
Britain and have followed that of the Latin Union and Ger- 
many, by adopting the free coinage of gold, closing our mints 
to silver, while retaining in circulation a mass of full legal 
tender silver coins—and their representatives, the silver certifi- 
cates—not redeemable in gold. The European countries were 
compelled to adopt this “limping double standard” owing to the 
necessity of providing, in passing to the gold standard, for the 
mass of silver currency still in circulation. 

The Bland-Allison Act of 1878, under the provisions of which 
over 200 millions of silver dollars were coined during the years 
1878-90, did not secure the circulation of more than a fraction 
of these dollars, owing largely to their unpopular size. More- 
over, in its original form the Act could not have secured the 
general circulation of silver certificates as substitutes for the 
coined dollars, for the former were authorized only in denomina- 
tions of $10 and above. This difficulty was met in 1886 by an 
act passed at the instigation of the first Cleveland Administration. 
which authorized silver certificates of as low denominations as 
$1. The effect of this law was far reaching. Little by little the 
silver certificates,—originally intended merely to meet the incon- 
venience of handling large sums in silver—displaced other forms 
of currency and supplied the want of large change. A genera- 
tion’s acquaintance with paper currency and the confusion 
incident to our large array of dollars enabled this important 
change in our currency to be brought about almost imperceptibly. 
The Administration aimed to find a place for silver by substi- 
tuting small certificates for other forms of currency in the pockets 
of the people. Its efforts were successful. And in the recent 
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Act of March, 1900, the policy has been further emphasized by 
securing the eventual retirement of all S1, $2, and $5 green- 
backs in favor of silver certificates, and by providing that nine- 
tenths of the latter shall be of denominations of $10 and less. In 
a word, the government’s policy, as it has developed since 1886, 
and has now become crystallized in legislation, looks to basing 
our smaller currency largely on silver. Coins and notes in 
denominations of $1o and less now aggregate roughly half of 
the total currency aside from gold; of this sum more than 50 
per cent. at present consists of silver coin and certificates; and 
in time this percentage must rise considerably. Of this sum, 
moreover, an insignificant part is subsidiary token currency, 
namely the fractional coins, a limited legal tender and redeemable 
in “lawful money.” The great mass represents full legal tender 
dollars or promises to pay them and not gold. Our government 
then has evidently chosen a policy which puts it in line with that 
of the Latin Union and until recently, that of Germany in per- 
petuating the full legal tender coins of a past period, but in 
avoiding provisions for the redemption of that coin in gold; and 
in so far temporizing with the final settlement of the currency 
problem. 

It is, however, not our purpose to question the advisability of 
that policy or suggest any other; but rather to examine some 
of the consequences of its adoption. One provision of the Act 
of March, 1go00, is unqualifiedly good, the one calling for the 
cancellation of the Treasury Notes of 1890. During their ten 
years’ existence, these notes have made no friends, and their exit 
will be welcomed by all. The banknotes and greenbacks are left 
to compete with each other and with gold and gold certificates 
in supplying the means for large payments. Banknotes are to 
be crowded out of the small denominations, though less rapidly 
and completely than the greenbacks, which are limited to 
denominations of $10 and over, while the gold certificates will 
continue to circulate as now in denominations of $20 and over. 
The continuance of this triangular competition among three 
forms of large denomination notes as a permanent feature of our 
currency is the weak point in the recent legislation. Banknote 
currency has not been equal to the competition with other forms of 
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currency since the laws of 1878 introduced the silver certificate 
and authorized the re-issue of redeemed greenbacks. The partial 
removal of the former as a competitor will not permanently 
open a wide field of usefulness for the national banknotes, how- 
ever much we may relax the requirement of bond deposit and 
similar provisions. The relative growth in importance of bank 
deposits as compared with banknote issues must not blind us to 
the fact that the decline of the latter is chiefly due to their being 
crowded out by government note issues. 

As between the gold certificate and the greenback of large 
denominations, the provisions of the Currency Act indicate that 
its framers feared that the former would tend to supplant the 
latter and would eventually be the only form of note used in 
the circulation or at least desired for making large payments. 
It is a question whether such a development should not be 
encouraged. But the CurrencyAct stands in the way with its 
provision to stop the issue of gold certificates when the gold in 
the Reserve Fund of the Treasury falls below one hundred 
millions, or when the greenbacks and silver certificates in the 
General Fund exceed sixty millions. In this particular the Cur- 
rency Act is far from solving the currency problem. A succes- 
sion of active business years may postpone the necessity of 
reopening the question. But difficulties will inevitably arise, 
until we have finally disposed of that question by cancelling the 
greenbacks, which, however, we seem unable to do except at times 
of abundant government revenue, when the necessity for the step 
is not apparent. Then will be the time to attack the further 
question whether a “limping double standard” is a desirable 
permanent currency arrangement. Germany has _ recently 
answered the question by taking steps to withdraw the Thalers 
from circulation and eventually substitute silver token coins for 


them. 


The significance of the recent strike in the anthracite coal 
regions lies not in the fact that the miners have gained an advance 
of 10 per cent. in wages and secured the abolition of the sliding 
scale and some other causes of dissatisfaction. Our experience 
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with strikes in the past, as condensed in the elaborate investiga- 
tions of the Department of Labor, shows that in periods of 
rising prices and commercial activity the chances are strongly 
in favor of people who strike for an advance. We are obviously 
living in such a period at the present day. The latest statistics 
of wages collected by the Department of Labor show that, if 
the average wages in 1891 be represented by one hundred, they 
would have been represented by 97.88 in 1895. From that point 
there has been a steady advance, the figures for the succeeding 
years being as follows: 


Under such favorable conditions, both of general wages and 
of general business, it is not surprising that sooner or later the 
miners should have ‘gained a victory, especially when aided by the 
political pressure which the impending presidential election 
brought to their support. 

The significant and gratifying feature of the contest is that 
it should have been conducted in such an orderly manner and 
with practically no violence. When we recall the Pittsburgh 
riots of 1877, with the destruction of property and life which 
they involved; when we recall the Homestead strike of 1892, 
with its pitched battle between Pinkerton detectives and strikers, 
the fear was natural that the outbreak of a strike involving 
140,000 men, largely of foreign birth and of races which are not 
noted for their peaceful character, would lead to similar excesses. 
The outcome of the strike shows that the trades unions are mak- 
ing progress in our country, that organization is bringing with 
it, in spite of numerous lapses, a higher degree of responsibility 
and more skilled leadership. The outcome also indicates pro- 
gress on the part-of the operators, for any ill-considered attempt 
on their part to refuse to consider the demands of the men, any 
obstinate insistence upon the right to do as they pleased with their 
own, might easily have provoked bloodshed, and added to the 
losses which any such cessation of labor involves. 
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Every such evidence of progress in self-restraint brings us 
nearer to the solution of the great question, “What is to be 
the future organization of society?” There are a good many 
people in our country who look forward to the introduction of 
some form of socialism in order to do away with the constantly 
recurring strife between labor and capital, and with the irregu- 
larities and uncertainties of capitalistic production. In Germany 
the number is much larger, and the Socialist party already boasts 
of the largest constituency of any single political party in the 
empire. Yet there is much evidence for the belief that socialism 
of the orthodox type has already seen its best days. This belief 
is confirmed by a suggestive brochure recently issued by Prof. 
Sombart, of Breslau, under the title “Dennoch.” The author 
is one of the ablest of the younger German economists, and is 
probably as well acquainted with the history of socialistic 
thought as any man in the country. In this publication, in 
which he reviews the history of trades unionism in England an: 
in Germany, he reaches the conclusion that the German unions 
are gradually coming to occupy the position which the English 
unions have had for many years, and that they are in reality 
the greatest obstacles to socialism. The industrial organization 
of the future, according to him, will neither be capitalism, pure 
and simple, nor yet socialism. There will be an extension of 
cooperative production and of public industries, but we shall stt!! 
look for progress, especially in developing new countries, to the 
enterprise of capitalists. The prevalence of the “/Veltpolitik’ 
which is so typical of modern times will confine purely socialistic 
enterprises to a narrow field. But hand in hand with improve- 
ments in the processes of production will go an improvement 
in the condition of the working classes, aided by social legislation 
and by strong organizations. The best test of the strength of 
any labor organization is its ability to hold in check its own 


members. 
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THE ALLEGED FAILURE OF DEMOCRACY. 


N experience common to all progressive social movements 
has begun to show itself in connection with democratic 
institutions—the feeling that actual results are less decisive and 
complete than those which we had a right to anticipate. A for- ’ 
ward movement owes its impulse largely to the relatively excessive ' 
importance attached to it; and when the discovery is made that 
much more remains to be done, that the things involved in 
progress are innumerable and constantly on the increase, and 
that what has been accomplished may even prove mischievous 
unless it is at once supported by its proper accessories, the feel- 
ing of disappointment becomes acute and inclines many minds 
to retreat to anearlier position. This breadth and this complexity 


of consequences involved in progress, this necessity for further 
effort, are nowhere more conspicuous than in connection with . 
democratic institutions; and these institutions, therefore, least 
of all promise an immediate millennium. The friends of a free 
government are not prepared for this discovery, and the enemies 
of a free government rejoice in it as a confirmation of previ- 
ous belief. The results of free institutions in our country and 
elsewhere for the last thirty years have given occasion quite 
widely for this double sense of failure and of mistake. 

It has recently gained expression in two works especially 
worthy of attention, “Democracy and Liberty,’ by W. E. H. 
Lecky, and “First Principles in Politics,” by W. S. Lilly. The 
first is written from a practical standpoint and is the fruit of 
wide observation; the second is an attack on the theory of | 
democracy as in itself irrational. Lecky dwells chiefly on the 
evils that have appeared in connection with democracy and to 
which it is from its very nature exposed. These strictures are, iW 
for the most part, just, and serve the needful purpose of admoni- 
tion. They are depressing chiefly by their painful accumulation, 
by the few compensatory considerations offered, and by a some- 
what insufficient recognition of the inevitable difficulties which 
attend on the formation of adequate civic institutions. A por- 
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tion of these evils are also misconceived and exaggerated. The 
experience of our own nation is frequently adduced as giving 
force to disparagement, since democratic institutions with us have 
had the longest and least interrupted development, have made the 
most pronounced claims of superiority, and have attracted uni- 
versal and hopeful attention. 

The chief of these unfavorable developments enumerated are 
the decay of family life, the increase of crime, financial dishon- 
esty, political corruption and municipal misgovernment. Some 
of these should be greatly softened, and the causes of others of 
them need to be more carefully pointed out in their bearings on 
the democratic principle. 

Another series of difficulties, less fundamental but somewhat 
more directly and obviously associated with democracy, is the 
tyranny of the lower classes, their excessive wish to regulate 
social relations, attacks on property, the disconnection between 
those who expend public money and those who provide it, the 
increase of indebtedness in the state, and the spoils system. To 
adequately qualify these considerations taken singly and to point 
out their real significance call not only for the extended discus- 
sion which Mr. Lecky has given the several topics, but also for a 
widely sympathetic and thoroughly judicial mind. This Mr. 
Lecky does not always possess. When he says that “‘on the whole 
the strong leaning of our present system (of taxation) in 
favoring the poor cannot be reasonably questioned,” and goes 
on to affirm that while public funds come chiefly from the rich 
they are principally expended in the interest of the poor, he 
directly reverses the facts. This reversal is more apparent in the 
United States than it is in England, but it is obvious in both 
countries. Our excises on tobacco and liquors are a chief 
source of revenue and fall heavily on the poor. Our duties on 
consumption are open to the same objection. Our direct taxes 
fall chiefly on real estate, while personal property held by the 
rich largely escapes. 

On the other hand, the expenditures of government, with the 
single exception of education, are chiefly in the service of 
wealth—the more the wealth, the larger the use and the enjoy- 
ment associated with these outlays. Our courts, post office, high- 
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ways, facilities of commerce, are advantages offered to those who 
have resources, and offered in the measure of these resources. 
The same is true measurably in education when education extends, 
as it does in some of our States, through all grades of instruction. 
The cost of the primary instruction given to the poor is slight 
in itself, and very slight in comparison with that which attends 
on higher education. 

Mr. Lilly is extreme in his feelings and in his conclusions. 
The democracy of the United States is a false democracy, and so 
also was the reform act of 1832 in England. They are both 
based on “political atomism,” the substitution of numbers for 
ideas. What Mr. Lilly regards as the very substance of 
democracy, Mr. Lecky glances at as a possible evil. ‘The voice 
of the people as expressed at the polls is to many politicians the 
sum of all wisdom, the supreme test of truth or falsehood.” 

We should accomplish but little in trying to catch this cloud 
of arrows, to meet one by one these innumerable accusations. 
We assign ourselves perhaps the easier, certainly the more 
important, task of trying to regain the judicial attitude in refer- 
ence to them all, and of restoring to the mind once more the 
fundamental principles which must ultimately bring order out of 
confusion, conviction out of doubt. 

To the unavoidable, and yet very inadequate, division of civil 
governments into monarchical, aristocratic, and democratic is 
due a portion of the obscurity of thought so common on this 
subject. This division pertains to the form rather than to the 
very spirit and substance of civic union; and even as a classi- 
fication of forms lacks sharp outline. The most absolute 
monarchy may pass by slight transitions into the most complete 
democracy, while the graduations between tyranny and liberty 
may not correspond, indeed are not likely to correspond, to these 
formal differences. While England retains a monarch, scarcely 
any democratic government has taken the arbitrary element out 
of the executive branch to the same degree as the English con- 
stitution. Our President has incomparably more personal initia- 
tive. Governments are too complex and composite, their charac- 
ter depends too much on the spirit in which they are adminis- 
tered, to make this division instructive. 
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*y Three elements, in ever changing proportions, enter into all 
civic institutions: personal power, class power, and popular 

power. In the degree in which one or other of these three ele- 
ments prevail, no matter what may be the forms under which 

| the predominating influence is secured, is the government 
i monarchical, aristocratic or democratic in its character. No 
government has excluded, or can exclude, for any length of time 

any one of them. The constitution of England is democratic 

% because, in connection with its monarchical and aristocratic forms. 
popular power finds chief expression in it. Our own govern- 

ment, in the intluence it concedes to individuals, especially to the 

President, gives free expression to the personal element; and 
| in the stability of the judiciary, in the construction of the Senate, 
and in protection, it concedes something to the class element. 

These three elements together form the community. No 

I fi government can aim wisely to exclude any one of them; nor, 
as a matter of fact, does any government often attempt this 
exclusion otherwise than as one or the other element has gained 


} an extreme, or an artificial, expression. Popular government 
means not the control of a class, even though that class be the | 
\ most numerous, but the control of the people collectively. The 

domination of a class by virtue simply of numerical superiority 

is not very different from, and certainly not better than, the | 

domination of a more restricted class by virtue of power already | 
| in possession. In each case the class must show reason in the 
| common welfare for the fact, the extent and the manner 0! 
etre its rule. Each of the three forms of government is faulty in the 

degree in which it forcibly excludes the opposed elements; each 
i is acceptable in the measure in which it combines them all, under 

the existing conditions of society, in securing the public welfare. 

4] If we insist on making democracy mean the government of the , 
| lower classes by virtue of numerical superiority, then we should 
| make monarchy and aristocracy mean respectively the govern- ( 
‘| ment of one man or one class of men without reference to the I 
iF common need by virtue of the power that has in some way fallen 
to them. Thus government throughout becomes a simple state- t 
| ment of force, divorced from the general prosperity. It does ¢ 
' ] f not belong to democracy to assert an inherent right in a majority, \ 
ih 
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as a majority, to rule, any more than it does to an aristocracy, 
or to any group of men when acting together. The method of 
majorities is not so much civic justice, as the only means of 
movement available when consultation and principle fail us. 
Thus Lecky justly draws attention in the passage already quoted 
to the fact that politicians surreptitiously exalt this device to the 
dignity of a doctrine. 

Every government should be primarily considered in reference 
to its fitness to meet the public welfare; and secondarily in 
reference to the kind and degree of abuse to which it is liable. 
Each form of government has possibilities of good and possibili- 
ties of evil, and it is in the balance between them that its fitness 
or want of fitness under given circumstances is to be found. 
“Political atomism” is not a characteristic of democracy, is not 
an essential portion of its theory, any more than a neglect of the 
masses is a part of the theory of aristocracy. A popular govern- 
ment is in theory the direct opposite of atomism. It is the asser- 
tion of the collective right to order the collective welfare. 
Popular freedom is not confined to one class, even though that 
class is the most numerous. What the common welfare demands, 
that each government ostensibly proposes; and its temptations 
and diversions are to be brought against it, not as constituent 
parts of its theory, but as its liabilities of failure. “*Vox populi, 
vox Dei” does not mean that the voice of a majority is the 
voice of God, but that the united harmonized ery of all men is 
the true expression of human wants. 

The question, therefore, between a less and a more democratic 
government is whether the former or the latter is most liable 
to substitute, in a mischievous way, a part for the whole. Both 
are liable to this failure. The degree and danger of this liability 
vary with the circumstances. It may well be urged that the 
masses are far more mindful of their dependence on the higher 
classes than are the higher classes of their dependence on the 
masses and their responsibility to them. The head is more 
likely to say to the foot, I have no need of you, than the foot to 
the head, I have no need of you. Not only the inner force of 
events, but the wont of the world lies in this direction. The 
working classes are slow to break away from their employers, 
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and rarely do so till forced by obvious neglect and tyranny. On 
the other hand, it is the primal temptation of those in power and 
familiar with power to use it in their own behalf. If power 
must be entrusted to a single class, it is better that it should 
be placed in the hands of the most intelligent class, but where 
is the necessity of this single irresponsible despot. There are 
few employers who cannot be advantageously reminded of their 
responsibility to their workmen, and few who will not be more 
cognizant of their responsibility if the neglect of it is immediately 
accompanied with definite and adequate resistance. The com- 
mon welfare demands a wide outlook over all interests, consul- 
tation, and urgent sense of dangers, and these can only be 
present in full force when the entire ground is covered, when 
the personal claims involved gain a truly popular expression. 

As a matter of fact the instances are rare and of brief duration 
in which the voice “political atomism,” a government by a 
majority made up of a single class, has prevailed. For the most 
part the failures of democracy are not directly chargeable on the 
masses, but upon all classes alike. 

Reconstruction in the South gives, in its earlier history, an 
isolated example of government by an ignorant majority, but it 
arose out of transient and peculiar circumstances in which the 
natural dependencies of society had been broken up and could 
not at once be reformed. Moreover, it was the antithesis to a 
government of a favored minority, which had held the majority 
in slavery. 

Difficult as is the Southern problem to-day, it owes its diffi- 
culty not more to the ignorance and brutality of the negro than 
to the instinctive aversion and tyranny of the white man. If 
bearable economic and social relations can be established between 
the two races, the political relations will suit themselves to them. 
The danger of tyranny is double, from above downward and 
from below upward, but the experience of the world seems to 
affirm that the first danger is far more urgent and prevalent 
than the second. Indeed to many writers the higher form of 
tyranny is regarded as natural, almost desirable, and the second 
only as thoroughly detestable. As a matter of fact, however, 
most of the wrong done to the few by the many springs from 
a prior wrong to the many from the few. 
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The most marked failure in good government urged against 
the United States is the corruption in our cities. This admits 
of much extenuation when we consider the motley character of 
our population. It has arisen chiefly in the last thirty years, and 
thirty years are a brief period in which to get the measurement 
of a serious civic failure, to discover and apply its remedies. 
This is not our present consideration, but this rather, that the 
evil itself is not more attributable to the masses than to the 
classes, is not more democratic than aristocratic. 

The legislation of the country has been for a long period con- 
trolled by a comparatively limited number of persons seeking 
protection, privileges, franchises, more or less at the expense of 
the public welfare. These favored corporations now feel the 
need of a constant bribe to those in power as a condition of sus- 
taining the existing status. They furnish the corruption funds 
which give the politician the power to carry out his purposes. 
This is not chargeable on democracy, as democracy. The most 
to be said is that democracy has not yet learned how to correct 
it. It would certainly be no remedy to put political power 
wholly in the hands of those who have thus succeeded in indirectly 
securing and perverting it. It is the class element more than 
the popular element that has wrought the mischief. 

A second concurrent cause which has no direct connection with 
democracy has been the theory of two political parties, which 
are to be followed with absolute fidelity and in whose strife for 
office the safety of the country is to be mysteriously involved. 
Democracy is not responsible for this theory. It is rather a 
softened form of the factions incident to aristocratic rule, and a 
travesty of that true democracy which brings freely forward 


the wants of the people, gives them open discussion and adequate , 


treatment. Party politics as pursued by us is simply a device 
of the few by which the rights of the many are stolen. Here 
again the remedy is not to be found in giving to the few an 
undisputed claim to the political functions which have been 
usurped by them. Eternal vigilance is the price of liberty; but 
is liberty the less valuable because of its price? What we need 
are issues not factions, and it is the normal function of free 
government to give us issues—a function, however, which it 
takes time to understand and skill to develop. 
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Democracy, an increase in power of the popular element, is an 
inevitable accompaniment of the growth of civilization.  Civili- 
zation means larger resources more widely diffused; the intelli- 
gence and interested attention incident to this accumulation of 
wealth. The community becomes more thoroughly integrated, 
class with class, interest with interest, and, therefore, more dis- 
posed to demand and more able to exercise ample and common 
control. The movement toward civilization and the movement 
toward popular government are an increasing coincidence of the 
social and civic center of society with its physical center—the 
accumulation and diffusion of life. 

Those who think that the personal and the class element must 
retain their predominance have what we cannot but regard as a 
false ideal of civilization. They judge it by the prosperities and 
enjoyments of the few, and not by the aggregate of welfare made 
up by the entire community. They do not quite believe in 
universal welfare, and think that what goes by that name has 
drawbacks that are fatal to its superiority. It is relative good 
rather than absolute good that attracts the eye: the diffusion of 
good is believed in some way to vulgarize it and reduce its 
quality. The earlier stages of prosperity, like the earlier stages 
of building, have their evils, and these evils are assigned a per- 
manence and force which render collective social growth impos- 
sible. Free government is both a product and an instrument of 
social growth, and those who believe that social growth will 
ultimately justify itself in all the concomitants of culture can 
have no fears of the inchoate, initiative steps. 

It is strange that any humane mind should fail to see the 
growth in human welfare which has accompanied the growth in 
free institutions in England during the present century; or 
should find any compensation for these gains in the incidental 
evils that have attended on them or may still attend on them. 
Indeed, the educating power of free institutions, while it can 
hardly be enumerated among their direct purposes, constitutes no 
small part of their value. The greater interest and sympathy of 
the few with the many, the growing intelligence of the many, 
the putting forth by them, awkwardly it may be and at times 
mistakenly, of an effort to manage their own affairs, the establish- 
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ment of a wider social medium, are facts of the utmost signifi- 
cance. One may doubt whether in the world’s history a social 
event of more moment has arisen than the steady growth during 
the present century in England of collective counsel and action 
among working-men, and the increased prosperity and_ social 
power which have accompanied it. The errors they have com- 
mitted and the injuries they have inflicted on themselves and 
others are very trival concomitants of so great a consummation. 
There is no grander fact in human history than the putting forth 
of new and self-sustaining life by any large body of men, and still 
more is this true when the class involved has been relatively 
inert—dead material to be carried by the living organism. 

In the earlier portion of the nineteenth century, Engiand was 
very completely in the hands of a single class, the landed class 
and those immediately associated with it, and certainly as a 
period it contrasts very unfavorably with the close of the century. 
The barbarous habits and brutal sports of the people, the bigotry 
and ignorance of the country parsons, the prevalence of crime 
and the savage punishment with which it was met, the game 
laws, the undisputed control of the landed gentry of local govern- 
ment, the corn laws, the degradation of the agricultural laborer, 
the suffering of the working classes in connection with the intro- 
duction of machinery, and still more the oppressive methods and 
unreasonable hours of labor that attended on its use, the social 
agitation and riotous unrest that preceded and accompanied the 
reform bill, made together a record in striking contrast with 
existing social facts in England, facts that have accompanied 
the development of democracy. 

“The government of an enlightened and patriotic king might 
even to a liberal mind seem better than that of a popular assem- 
bly convened at irregular intervals, containing much ignorance 
and prejudice, sometimes largely composed of new and inex- 
perienced members, uninstructed as yet by a political press, ill- 
informed about foreign affairs, apt to be carried away by sudden 
impulse or clamour, and deciding all questions by a majority apt 
to be factious without the safeguard of personal responsibility.” 
(“The United Kingdom,” Volume I, page 432.) This is the 
description of the House of Commons as it opened, under the 
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Stuarts, its long conflict with the authority of the King. Much 
of the description held good for two centuries. The failure of 
the Commonwealth and the Protectorate was due to a hopelessly 
divided, bigoted and exacting temper. Two hundred years of 
power in the hands of the upper classes did not suffice to secure 
a united, humane and reasonable government in England. If 
there is any truth in the affirmation, “by their fruits ye shall 
know them,” the growth of popular as opposed to class power 
stands justified in the history of the present century. 

Education as a remedy for the evils of free government receives 
some criticisms from Lecky, and is passionately rejected by 
Lilly. “Of all the manifestations of human folly, the glorifica- 
tion of the educational nostrum in politics is one of the most 
foolish.” 

The assumption on which the scorn of popular education as a 
means to good government proceeds is that the many are sup- 
posed thereby to be prepared to take charge of the state. But 
this is neither the theory nor the practice of a free government. 
There is no popular instinct, no fitness of things, that can be 
more constantly relied on than the disposition, on the part of the 
dependent and less well-informed classes, to defer to those of 
more experience and knowledge. If knowledge has not its 
due weight with the many, the fault lies chiefly with the 
well-informed. Leadership almost universally rests with the 
more intelligent class, and if, as between the members of that class 
confidence is misplaced, it is an evil that is to be corrected within 
the class itself. The usurpation of authority by the ignorant is a 
rare failure compared with the abuse of authority by the few. 
Popular intelligence plainly does tend to make the election of 
leadership by the many more free and safe, and this is all its advo- 
cates need predicate of it. The community is to be organized by 
assigning intelligence and patriotism their true position, and this 
will be more surely done in the degree in which the people are 
led to inquire and to act in reference to their own interests. The 
demagogue is an evil outgrowth of the entire community, and 
is favored by negligence and ignorance any and everywhere. 

There is a serious difficulty in public, popular education as 4 
source of national strength which remains to be overcome. The 
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true organic force of our social relations is what we need most 
to understand and what we find most difficulty in imparting. 
We have hitherto looked to religious training as the chief means 
of assigning the citizen his sphere of duty. But religious educa- 
tion has been narrow in its aims, inadequate in its attainments, 
and is now contraband in civic relations. We know not as yet 
how adequately to replace it in public instruction, and much less 
are we able to dispense with that conception of duty we have been 
accustomed to associate with it. The value of religious teaching 
is greatly reduced by a Jesuitical element which so easily enters 
into it. It assumes absolute truths and makes from them very 
inadequate deductions as to the social relations they involve. It 
leaves the social welfare firmly maintained, it may be, but very 
inadequately conceived and watched over. 

Public instruction, denying to itself the religious field as one 
too little established and harmonious, necessarily starts with 
economic relations, with civic duties and social dependencies, and 
from this side approaches the spiritual order of the world. The 
theistic implications of the world are for it chiefly contained in its 
ethical law. It is a most wholesome thing to do, and one in 
perfect consistency with public instruction, to begin again with 
the spiritual relations nearest to us, to expound, enlarge and 
enforce them on the empirical side, and, by means of them, to 
settle the fact of divine government without raising directly the 
questions incident to that government. We have so long been 
in the habit of coming from an invisible world to the visible world 
with our theories of construction, that it is quite in order, as a 
mere process of correction, to reverse the movement and to 
inquire first into social, civic and spiritual facts undeniably pres- 
ent in human history, and from these arrive at the divine order 
of events. Public instruction as it prospers will gain boldness 
in this direction, will lose its negative, sceptical temper, and, 
convinced of the loving fellowship which must underlie human 
life, will be ready unconsciously to reabsorb and reshape to its 
uses the religious elements which have hitherto ruled. 

What we need is a greater confidence in the inevitable intel- 
lectual evolution of society, and greater activity in judging, 


guiding, and correcting its processes. The wise method of hold- 
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ing fast the truth is not what we have thought it to be. The 
alleged failures of democracy are nothing more than the stum- 
bling, uncertain steps with which we enter any new field of 
growth. They are products of the past quite as much as of the 
present, and are to be escaped by the divine discipline they put 


upon us. 
Joun Bascom. 


Williams College. 
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AMERICAN INTERNATIONAL INDEBTEDNESS. 


Eee the last five years considerable interest has been 
manifested in the amount of American indebtedness to 
Europe and the annual interest payable by us to foreign 
capitalists. 

The first important suggestions on the subject were offered by 
Mr. Heidelbach of the firm of Heidelbach, Ickelheimer & Co., 
of New York. An interesting discussion followed in the Com- 
mercial and Financial Chronicle, which was pointed out to me 
by Mr. C. W. King of J. P. Morgan & Co. In the course of this 
Mr. Heidelbach receded somewhat from the extreme limit of his 
first estimate, but the subject was finally abandoned without reach- 
ing any definite conclusion, the different estimates of our annual 
interest burden varying between $70,000,000. and $350,000,000. 
These estimates were all based on balance of imports and exports, 
or rates of exchange or other such wholesale considerations, and 
abounded in generalities. 

About two years ago it occurred to the writer that a better 
approximation ought to be possible if the work was taken up in 
detail, and that by subdividing the indebtedness into different 
heads, and following up these separately, results might be 
obtained which could be checked to some degree. 

The first analysis separated the indebtedness under the fol- 
lowing heads: U. S. bonds, State bonds, county and municipal 
bonds, railroad stocks, railroad bonds, industrial securities, bank 
securities, mining securities, real estate, real estate mortgages, 
life insurance. 

Study of Burdette’s Official Intelligence, the organ of the 
London Stock Exchange, which gives statistics of all the 
securities dealt in there, promptly showed that some eliminations 
were possible. 

On almost all of our State, county, and municipal bonds there 
is so high a special value at home for savings banks that only two 
States, six cities, and one county in the United States had 
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securities on the London list, and almost all our United States 
bonds are owned at home for similar reasons. 

Investigation through friends familiar with lists of stock- 
holders showed that except for a number of entirely British 
enterprises, mostly in brewing and flour mills, which are listed 
in London as British corporations, and have bought out American 
enterprises, foreigners had virtually none of our industrial 
securities, and that only infinitesimal amounts of the capital of 
our National and State banks were owned abroad otherwise than 
as held by Americans resident in Europe. It is not intended for 
| the time being to consider these as foreign holdings. 

It speedily became evident that the vast mass of foreign invest- 
tL & ments could only be in railroad securities. 

Study of Burdette brought out another curious fact,—namely, 
that from these the New England railroads could be eliminated. 
This was checked by an investigation of the lists of stockholders 
of the New York and New Haven Railroad. The Vice-Presi- 
| dent of that road at my request found that less than 1.5 per cent. 
fi) ,! of their stock was held abroad in any way, and that probably 
" more than two-thirds of that belonged to Americans living in 
Paris, much of the small remainder being owned in Cuba. 

| After this narrowing of the field, introductions were obtained 

through one of the great banking houses in New York to several 
4 of the great trunk lines with a view to determining the 
1) | proportions of their securities held abroad. Here unfortunately 
arose a great difficulty in the fact that the bonds preferred in 
1aG. Europe are mainly coupon bonds, payable to bearer, and therefore 
} wholly untraceable, but everywhere I learned that these securities 
| had a great tendency to come home, and the New York Central 


people even told me that in the six months previous they estimated 
that not less than $20,000,000. of their registered securities 
(stocks mainly) had come home. 
This path being closed, it occurred to me that it might be 
feasible to trace the movement of coupon bonds through the 
insurance companies, since these bonds are always insured in 
transit, but unfortunately that clue failed, as in many cases the 
insurance was made in London without distinction of the 
direction of movement on the books, being merely for securities th 
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in transit between given ports. This clue is capable, however, 
of being used to establish a superior limit above which these 
securities cannot have gone. 

Having settled so much, I determined to take up the question 
from the investor’s side in Europe. Through the courtesy of Mr. 
Edward Atkinson and others I secured letters of introduction to 
financiers in London, Paris, Amsterdam, Frankfurt, etc., and 
obtained through them information which I now submit in detail, 
hoping that it may serve as a basis for further discussion. 

At the London Stock Exchange, in the absence of Sir Henry 
Burdette, who unfortunately was in America at the time of my 
visit, the authorities were unable to give me any information 
other than that there seemed at that time to be a drift of securities 
to America; but at the Inland Revenue Office Mr. Bernard Mallet 
put at my disposal all the information available from the income 
and succession taxes. A new system is now being adopted for 
classifying these squrces of revenue, which, with the beginning of 
the new century, will make further investigation in this line 
well worth while, but at present the information available is 
meager, and only became comprehensible by means of personal 
explanations. 

The income tax lists give the total income received in the 
United Kingdom during 1898 from United States, State, county, 
and municipal securities as 11,380 pounds sterling, just about 
one-sixth of the amount from Transvaal National Loans. This 
probably represents total holdings of such bonds of about 
$1,500,000. 

The other items interesting us were in Schedule D.,—namely : 


Foreign and Colonial securities and possessions and 
Coupons (obtained by sworn statements from bankers, 
but giving no details further than that they were 


Railways out of the United Kingdom............... 12,775,061 


No further classification of these was given here, but under 
the head of Estate Duties a different classification was found 
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in which these latter properties were shown to stand in the 
following ratio: 


1,582 


As British investments in the United States vastly exceed 
those in other countries, the Somerset House authorities gave 
as their opinion that probably no serious error would be made 
by assuming that half of the amounts mentioned in the three 
preceding items were the results of investments in the United 
States, giving as the approximate British income drawn from 
these sources about $75,000,000 annually. But to this a 
correction should be added for evasion of the duty, and profits 
which are made by corporations which pay an income tax only 
on the profits distributed to stockholders. This can be only a 
matter of guess work, but the authorities felt reasonably sure 
that the income escaping taxation was well under 20 per cent. of 
the whole, and perhaps even under 10 per cent.; but to make a fair 
allowance, | have estimated the total British income drawn 
from the United States in 1898 at $100,000,000, which on a 
4 per cent. basis represents an investment of $2,500,000,000. Of 
course this figure is open to question, but I feel considerable con- 
fidence that the error in it will not exceed 25 per cent. as of 
January ist, 1899. This estimate has been criticised as excessive, 
and I myself feel that it is more probably too large than too 
small, but for a first approximation I should not like to reduce 
it much, especially as there is a large amount of unproductive 
property in this country but owned abroad, which must be con- 
sidered in the capitalization. From all the information available 
I could find indications of only comparatively small amounts of 
money lent by English people on real estate mortgages in the 
United States, except through investment companies. Prior to 
1893 there were large investments of this kind, made principally 
through the Lombard Investment Company and similar corpora- 
tions, but during the panic of 1893 there was a terrible shrinkage 
in the value of farm lands, which resulted in bankruptcy for many 
of these companies, and since then this capital has been mostly 
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withdrawn from America. There appears to be very little of 
our real estate owned by Englishmen except as William Waldorf 
Astor may be considered English. 

Through the courtesy of Mr. Charles Boissevain of Amsterdam 
I have been furnished with the following remarkably explicit 
statement of Dutch holdings in America. It was drawn up by 
Adolph Boissevain & Co., who add that they thought these 
figures approximated very closely to the truth last fall, but that 
a few years earlier the Dutch interests might have amounted 
to fully $50,000,000, and perhaps $100,000,000 more. They 
began to sell out during the panic of 1893. 


Dutcu oF AMERICAN SECURITIES. 
Market Value. 


Railroad stocks and income bonds................. 74,000,000 
U. S., State, county, and municipal bonds........ 5,000,000 
Manufacturing and mining securities.............. 4,000,000 


The great preponderance of railroad securities is shown here 
to advantage, but the total of United States, State, county, and 
municipal bonds is about three times that in England and pro- 
portionately thirty times as great. For the other items there 
are no sufficient data for comparison. 

The Dutch seem to have begun their investments in the United 
States just at the close of the Revolution. They continued loan- 
ing large sums here until the overthrow of the Dutch Republic 
by the French Republic in the winter of 1794-1795. The indem- 
nity of $40,000,000 which they had to pay at that time, together 
with the almost simultaneous failure of the Dutch East India 
Company, left them no money to spare for foreign investment 
for a long time after that. There is room for an interesting 
monograph on the history of Dutch investments in America, 
beginning with their own colony of New Netherland. 

Next in importance to the Dutch investments are those of 
Germany. These began during the rebellion, when capitalists 
in the southern part of Germany began buying United States 
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bonds. It is a curious fact that these purchases were made almost 
wholly in the parts of Germany inhabited mainly by Roman 
Catholics. To within a decade almost all these purchases were 
made through bankers in Frankfurt on the Main, which is still 
the main center in Germany for American securities. When the 
United States bonds were paid off or refunded their holders 
generally reinvested in American railroad bonds. 

At Frankfurt | had the pleasure of the coOperation of the 
two great banking houses of Jacob S. H. Stern and N. Speyer 
Ellison. They assured me that almost the first question asked 
by any investor concerning any security was whether it was 
listed, so that those quoted in the Kursblatt would cover nearly 
all German investments in America. They said also that there 
was almost no German money invested in American real estate 
or real estate mortgages, and very little in manufactures, and 
that German investments in banking were fairly offset by shares 
owned by partners resident in America. 

We took up the securities listed in detail, making separate 
estimates on the amounts held in Germany of each group of 
securities mentioned, of which the holdings were likely to reach 
$1,000,000. The results were as follows: 


Estimates OF GERMAN HOLDINGS OF AMERICAN SECURITIES. 
Market Value. 


Central Pacific securities. ...2....0c0sseee $12,000,000 to $15,000,000 
Southern ‘ 15,000,000 17,000,000 
Missouri ‘* 2,000,000 3,000,000 
Union 2,000,000 3,000,000 
Calitornia ‘‘ 3,000,000 4,000,000 
Oregon R. R. & Nav. securities......... 1,000,000 2,000,000 
Chicago, Milwaukee & St. Paul....... +++ 7,000,000 8,000,000 
Chicago, Burlington & Quincy.......... 2,000,000 3,000,000 
Denver & Rio Grande. 3,000,000 4,000,000 
Houston Tewas Central 2,000,000 
Pitts., Cinn., Chicago & St. Louis..... on Kemiiceien 2,000,000 
Western New York & Pennsylvania..... = ........ 1,000,000 
County and City bonds 1,000,000 2,000,000 

$105,000,000 
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Beside these some fifteen other railroad companies were 
represented by one or more forms of securities and there were 
quotations of United States fours, Alabama fours, and bonds of 
two counties and nine cities. 

I was told that it was very improbable that these items would 
in all add $15,000,000 to the total. 

I was told that almost the only German operation in American 
securities not managed from Frankfurt had been the great invest- 
ment in Northern Pacific, which had been carried out by the 
Deutsche Bank of Berlin. I was told also that the German hold- 
ings had been much greater two years earlier, but that this prob- 
ably represented the condition of things about .\ugust Ist, 1899. 

Allowing for a heavy reduction by the balance of trade against 
Germany from January Ist to August Ist, and for important 
underestimates of security holdings, and for real estate and 
other investments overlooked entirely, it seems hardly probable 
that on January Ist, 1899, our net indebtedness to Germany can 
have exceeded $200,000,000. This figure is far below the first 
preliminary estimate made, but it has been criticized as excessive. 
Possibly $150,000,000 would cover it, but at present I prefer 
to present rather an overestimate than one too small. 

Swiss investments in the United States began about 1855 as 
a consequence of a visit here by a member of the firm of Lombard, 
Odier et Cie. of Geneva. He was greatly impressed with the 
future of the country, and made some investments for himself 
in county bonds, acting under the advice of the Iselins of New 
York, who were of Swiss origin. On his return he published a 
pamphlet on the advantages of the United States as a field for 
investment, but was still so cautious about it that when shortly 
after a customer came in to ask them to invest over 100,000 frs. 
in America for him, they persuaded him not to take so big a 
risk, and limit this first venture to half his fortune. 

Acting very carefully, their American investments proved very 
satisfactory. Lombard, Odier et Cie. had virtually a monopoly 
of this field in Switzerland, and their business grew until it 
was estimated a few years ago that one-third of the entire amount 
of securities of all kinds owned in Geneva were American. To 
begin with, they confined themselves almost wholly to county 
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‘ } bonds, but when the supply of these ran short, they began invest- 


| ' ing in United States bonds during the war, and later in railroad 
} bonds of the better class. 

| y The sympathy of the Swiss for the United States has always 
| been very strong, and since their investments first began there 


has never been a period during which their sales have exceeded 
| their purchases. In this respect they stand alone. During the 
panic of 1893 they held aloof in disgust, but did not sell while 
all the rest of Europe was dumping our securities on the New 
York Stock Exchange, very much to our ultimate profit at their 
expense, though also greatly to our temporary embarrassment. 
Even during the last three years the Swiss have withstood the 
drain of American securities to make up for the enormous balance 
of trade in our favor. 

During the last ten or fifteen years the increase in Swiss hold- 
ings has been helped by other bankers in Geneva as well as in 
Basle, Ztirich, and Schaffhausen, who have entered this field, but 
| the investments made by some of these newer competitors have 
1) not proved as satisfactory as those originally made by Lombard, 
aay Odier et Cie. The newer firms did not appreciate that, with the 
Lae greater abundance of capital in America, sound investments 
an) yielding 6 per cent. or even 5 per cent. were no longer easy 

| to obtain there, and they have taken up a lower grade of securi- 
ey ties. That the day of their investraents in America should be 
| ii) over is shown by the fact that last year two of our great insurance 
| ih companies took up the larger parts of issues of 4 per cent. bonds 
i, by Swiss cities, paying, in one instance at least, a slight premium 
for them. This shows that in the eyes of these very careful 
students of the world’s money markets, Swiss securities now 
offer a better field for investment than American, for these invest- 
ments greatly exceed any probable requirements to secure the 
small number of risks underwritten in Switzerland. These 
ay investments mark, I believe, the first appearance of American 
i capital in Europe on a large scale, and excited a good deal of 
local interest. 

The total value of Swiss investments in America was estimated 
for me separately by two friends in banking circles at Geneva. 
Each gave $75,000,000 as the result, which accordingly seems 
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quite a probable value. Included in this amount, however, are 
unquestionably a number of investments for customers of the 
Genevese bankers living in the parts of France for which Geneva 
is the banking center. Swiss investments other than in bonds 
were said to be almost null. 

For France the figures are much less satisfactory. The pater- 
nal French government endeavors to prevent its lambs from 
losses through dealing in securities unknown to the powers that 
be, by prohibiting dealings in them on the Paris Bourse, with 
the result on one hand that brokers at London, Amsterdam, 
Brussels and Geneva wax fat on commissions which would other- 
wise stay in Paris; and on the other, that purely French enter- 
prises like the Panama Canal obtain a preference. However, 
very few American securities seem to be held in France, and it 
is probable that $50,000,000 would cover the whole. I was able 
to learn of only one case of investment of French capital in 
American manufactures, and that originated through Genevese 
connections. It was, however, an important amount. 

Belgians, like the French, seem not to have invested heavily in 
America. Probably $20,000,000 would cover their holdings, of 
which, however, a larger proportion than with other countries 
seems to be invested in manufactures. Belgium is in proportion 
to its size the manufacturing country of the world. 

There remain only two countries in Europe having balances 
of any importance to spare for investment abroad. These are 
Sweden and Denmark. From what little I have been able to 
learn of these I do not think that either have large amounts placed 
here. Roumania is the only other European country which is 
not almost drowned in debt. 

In spite of the general poverty of their country (which this 
enhances) many Russians have invested considerable sums out- 
side of Russia, so as to have resources out of reach of confiscation 
by the Russian government, but I do not think that they have 
made such investments to any extent in America, except as they 
have been made so as to have been considered already as Ger- 
man or French or other investments. I think that probably 
$15,000,000 would cover all the European investments in America 
on January I, 1900, except those for which an estimate has been 
offered. 
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One other considerable foreign holding unexpectedly appeared 
in Cuba. Owing to the danger to property in Cuba during the 
various revolutions in that unhappy land, many wealthy Cubans 
invested large sums in our securities. I was informed by the 
head of an important house in Cuba, of specific holdings of 
American securities by Cubans amounting to $18,000,000, and it 
seems not improbable that there are others which would bring 
this total up to $30,000,000. Similar investments by other Latin 
Americans and Canadians would probably raise this total to 
$45,000,000, for extra-European foreign investments in the 
United States. 

Beside all these investments we have one other great liability 
in the shape of insurance on lives of foreigners. Four great 
American companies have underwritten a tremendous volume of 
risks all over the world. These of course are not present liabili- 
ties, but they are continually maturing. The real measure of 
them is their cash surrender value. The total of this for the 
four companies is about $185,000,000, offset by about $45,000,000 
of investments in foreign countries. 

To offset against these huge debts we have had few holdings 
of European securities, except those of the great insurance com- 
panies. I know of one or two isolated cases of investments in 
English consols in this country, and there are some holdings of 
London Underground Railroad securities, but the rule seems very 
general that capital flows for investment from the country of 
lower rates to that of higher rates, and that counter currents 
occur only between countries where rates of interest are so nearly 
the same that their constant fluctuations occasionally reverse the 
normal levels. A small series of exceptions occurs in cases where 
foreign investments are sought for the peculiar purposes of avoid- 
ing the possibility of confiscation, or to give a source of income 
which shall not be subject to the same causes of depression as all 
the others of the same owner, but these are few, as they can 
only be accomplished at some loss of revenue, as compared with 
equivalent security at home. The cases specified above of Rus- 
sian and Cuban investments in foreign securities and of New 
England investments in English consols both fall under this head. 
The investments made last year in Swiss bonds, however, repre- 


| 
( 
| 
( 
t 
t 
| 
a 
i j 
| 
T 
il | 


1900] American International Indebtedness. 275 
sent the case where capital had become so plenty here, owing 
to our vast exports, that for a time interest rates were lower 
in New York than in Europe, which made a natural flow in that 
direction. Probably $15,000,000 would have covered these 
American investments in Europe on January 1, 1900. On the 
other hand, large amounts of American capital have overflowed 
into Canada, into Latin America, and a little into China and 
Japan. 

In Canada our investments include a considerable amount of 
Canada Southern stocks and bonds (this road being a link in the 
Vanderbilt system) with some small holdings of Canadian Pacific, 
and a few other scattering railroad securities, such as the 
Kingston and Pembroke Railroad, amounting in all to perhaps 
$25,000,000. 

Our main interests in Canada, however, are in mines. It was 
estimated by the Engineering and Mining Journal that one-fourth 
of the returns from mines being worked in Canada went to 
American owners, and since the total annual returns were esti- 
mated by them at $25,000,000, this would represent at 6 per cent. 
about $100,000,000 of American investment. Probably timber 
lands in Canada owned by Americans, and loans by them in 
Canada, would make up $25,000,000 more, making our credit 
balance there about $150,000,000. 

Mexico also owes us important amounts. The Mexican 
Central and Mexican National Railroads are mainly owned in 
the United States, and it is estimated that other holdings in 
these would be just about offset by American holdings in other 
Mexican railroads. The market value of these securities is 
approximately $90,000,000. The American investments in mines 
and smelters in Mexico were estimated by the Engineering and 
Mining Journal at about $75,000,000, and apparently not less 
than $10,000,000 of American capital is invested in banking and 
commercial enterprises in Mexico and probably as much more in 
coffee and tobacco plantations and in factories, although most 
of the manufacturing capital in Mexico is native or British. 

Next in importance among our debtors is the island of Cuba. 
The common estimate of American interests there prior to the 
war with Spain was $50,000,000. I was able to check in detail 
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those for the Province of Santiago, which were $8,000,000. If 
the other five provinces average the same (and Havana unques- 
tionably has more) this would bear out the general estimate very 
closely. 
The remaining West Indies (including Porto Rico) seem to 
owe about $10,000,000 to American capitalists. 
For the rest of Latin America a compilation of estimates made 
for each individual port shows for the Pacific coast $5,000,000, 
‘ for Buenos Ayres and the dependent country $3,000,000, for 
sh Brazil $12,500,000, for French Guiana nothing, for Dutch 
! Guiana $1,000,000, for British Guiana $2,500,000, for Venezuela 
of $8,000,000, for the United States of Columbia, including all 
in investments on the Isthmus of Panama, $3,000,000, and in Cen- 
aie tral America $11,000,000. If to these we add $5,000,000 for 
f | various investments in Pacific Islands and in China and Japan, 
I we shall probably reach a fair approximation to the sum of the 
ha credit balances of the United States. 
Summing up, we therefore find for an approximate statement 


‘1 hy) of our foreign indebtedness as of January Ist, 1899: 
| ‘ 
Dr. 
ie The United States to England for investments ..............65 $2,500,000,000 
200,000,000 
other American and Chinese ............ 15,000,000 
$3, 330,000,000 
} Dr. 
Europe to the United States ............ $ 10,000,000 
Mexico ‘ 185,000,000 
Life Insurance Guarantee Investments............. 45,000,000 
————_ $500,000,000 
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In view of our enormous recent exports it seems probable 
that we shall begin the new century with not much over $2,000,- 
000,000 of total net foreign indebtedness, and in view of the 
much higher average rate of return on our foreign investments 
than we pay to Europe, probably our net annual interest tribute 
is not at present over $90,000,000, a very large sum, but much 
smaller than that estimated a few years ago by Mr. Heidelbach. 

It would be very interesting to trace in detail the development 
of this huge debt, but space forbids more than a brief outline 
of the items to be considered. It seems not unlikely that in time 
to come our century will be looked back upon as characterized by 
the simultaneous growth of personal property and of indebted- 
ness. Prior to it debts existed and indeed some very large debts, 
but many of these no one ever expected to pay, and they were in 
fact either the results of forced loans, or, on the other hand, 
sums advanced under guise of a loan to avoid breach of neu- 
trality, but which really were subsidies to belligerents, and so 
ought hardly to bé considered as debts. They seldom represented 
either improvements or investments, and were almost wholly the 
result of war expenditures, the rare exceptions being mainly the 
creations of regal spendthrifts with one or two wild speculations 
like that of John Law in France and the South Sea Bubble 
in England. These war debts were generally looked upon as 
the personal obligations of a sovereign who might see fit to pay 
them, but who more probably would find it inconvenient. The 
Report on the Tenth Census says of our French loan of 1778, 
“It is probable that it was in its inception not so much a loan 
as a subsidy.” 

The credit of European sovereignties was so poor at Amster- 
dam that on July 26th, 1783, John Adams wrote to the Secretary 
of the moribund Continental Congress, “I have great pleasure 
in assuring you that there is not one foreign loan open in this 
republic (Holland) which is in as good credit and goes so quick 
as mine. The Empress of Russia opened a loan of five millions 
about the same time that I opened mine. She is far from having 
obtained three millions on it. Spain opened a loan with the 
house of Hope, at the same time, for two millions only, and you 
may depend upon it, it is very far from being full. Not one- 
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quarter part of the loan of France, upon life rents, advantageous 
as it is to the lender, is full.” England, Prussia, Sweden and 
Switzerland were about the only countries in Europe which 
had not committed some act of insolvency by the close of the 
Napoleonic wars. 

Prior to the French Revolution, Sweden practically had no 
debt, and Prussia and Switzerland generally had a large military 
chest instead, so that it was only in England and in Holland 
(countries under parliamentary government) that the idea of a 
state bond, as distinguished from the personal debt of a sovereign, 
had begun to make its way, so as to make such bonds considered 
as forms of investment giving reasonable security and capable in 
turn of being made the security for other credits. It was the 
lending of credit rather than money, since the Napoleonic wars, 
together with the simultaneous development of manufactures 
based on credit, that has given England its financial leadership. 

It was the desire of the allied sovereigns to reimburse them- 
selves for the expense of overthrowing Napoleon I by saddling 
it on the French, that first established generally the principle 
of international law that a territory becomes responsible for the 
debts incurred by its rulers; and this principle has now been 
pushed so far, that after the overthrow of Napoleon III the 
French Republic, after considerable debate in the Chambers, 
decided to continue payment of the annual allowance granted by 
the previous government as a wedding settlement to a French 
princess married to a minor German potentate, although all other 
pensions to members of the imperial family, etc., were cut off, 
and although there was no provision for its continuation in the 
treaty of Versailles. 

The great quantity of government debts which were funded 
early in this century, in the general financial reorganization which 
followed the Napoleonic wars, provided an enormous amount of 
readily salable acknowledgments of indebtedness, which furnished 
a basis for securing loans such as had never previously existed 
and sufficient in volume to popularize a new meaning for the 
word securities. Continental Europe was so exhausted by this 
fearful struggle, which lasted a quarter of a century, that for 
forty years there was no energy available outside of England for 
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any new developments. Prior to this development of govern- 
ment securities, almost the only form of profitable investment 
for personal property was of the nature of real estate mortgages, 
except for sums actually employed in trade, but the foundation 
of the Dutch and English East India Companies, and the Bank 
of England about the year 1700 (the Bank of England being 
founded to take care of the English parliamentary debt) made a 
new opening for money. 

So far as my information goes, except for the Hudson’s Bay 
Company, every corporate venture in America prior to the Revo- 
lution was unprofitable. | The nearly simultaneous collapses, about 
1720, of the South Sea Bubble and the Mississippi scheme, gave 
a great set-back to investments not under the investor’s eye, and 
prevented the American Colonies from being overwhelmed with 
interest charges. Even as it was, there was a heavy load of 
private debts at the breaking out of the Revolution, mainly for 
luxuries imported from England, and this would have been 
much heavier but for the Non-Intercourse resolutions which fol- 
lowed the Stamp Act in all the Colonies; but these were almost 
exclusively owned by Englishmen and were largely wiped out in 
the Revolution by general bankruptcy and confiscation; so that 
at the close of that struggle the main external indebtedness of 
the country was summed up in the indebtedress to France, Hol- 
land and Spain. 

For a few years after that there was a tendency to extravagant 
importations unbalanced by exports, to make up for the desola- 
tion of the war, but before the adoption of the Constitution home 
manufactures were beginning to spring up, encouraged by the 
low price of labor, and under the stimulus of Hamilton’s tariff 
they began to develop generally in the northern States. Probably 
$20,000,000 would have covered our net indebtedness at the 
adoption of the Constitution. The English were feeling too 
bitter against us to risk many investments in America, although 
through the Barings they invested $7,000,000 in the first United 
States bank, so that on Sept. Ist, 1792, Rufus King could write 
to Gouverneur Morris, “Our commerce and navigation continue 
to increase, and what is of still more consequence, the capital 
employed is in a good degree an American instead of a British 


one. 
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About this time, however, Dutch capital had begun to pour 
into America to buy up the domestic debt, and to dip into land 
speculations. The Holland purchase in New York, made under 
the advice of Robert Morris, proved extremely fortunate, but 
other great tracts bought in Virginia and other States resulted 
in heavy losses. The French invasion of Holland in 1793 dried 
up this stream of foreign capital, although the United States 
government succeeded in placing a final small loan in Amsterdam 
in the year succeeding. 

Late in 1792 the second great financial panic of modern times 
(the collapse of the Mississippi scheme and the South Sea Bubble 
made the first) created a tremendous stringency in England, and 
checked the flow of capital to this country which had begun 
during the flurry which had attended the break in value of shares 
in the United States Bank earlier in the year, and for a few years 
our country pursued an independent course, which was greatly 
favored by the gradual spread of war over Europe, opening a 
great market for our produce, and throwing much of the carrying 
trade of the world into our hands. 

Our neutrality and consequent exemption from the waste of 
war, however, soon put our securities at a premium in England 
again, so that in 1807 a large proportion of our national debt 
of about eighty millions was held there. The embargo which 
began in December, 1807, though in great measure interfering 
with the enormously profitable carrying trade done by Americans, 
greatly reduced imports, and after a year of great suffering, 
much of the capital formerly employed in shipping was put into 
manufacturing, finally establishing firmly the cotton and woolen 
industries in Rhode Island and Eastern Massachusetts, where 
prior to that time the population had been almost wholly seafar- 
ing or agricultural, although close by the birthplace of Oliver 
Hazard Perry a woolen mill had been struggling since 1801, 
which is now the oldest industry of the kind remaining in the 
hands of the family who originally started it. The iron industry 
also received a mighty impetus at this time in Pennsylvania and 
Connecticut. 

The war of 1812 probably helped the country financially. All 
our funds for carrying it on had to be raised at home, as there 
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were so few lenders in Europe that quite a little of the English 
war debt was held in New England, where this war was very 
unpopular, and the values of the prizes taken by the swarming 
American privateers drove the values of imports for 1812 far 
above the average for years previous, while the loss by American 
vessels taken was much less than it would otherwise have been, 
owing to the very superior sailing qualities of the American ships 
built for blockade running. 

In spite of the Embargo and Non-Intercourse Acts, American 
shipping registered for foreign trade rose to a maximum of 
g81,000 tons (probably worth $40,000,000) in 1809, which was 
in the middle of the embargo. The minimum to which it fell 
during the war was 672,000 tons in 1813, an amount greater than 
the average employed during the decade from 1820 to 1830, 
when government statistics show that go per cent. of our foreign 
trade went in American bottoms. This shows that a very large 
share of American shipping must have been employed between 
foreign ports during the Napoleonic wars. For the long period 
from 1793 to 1815 it seems probable that if 10 per cent. of the 
total value of our imports and exports were credited to our coun- 
try for freight on them and profits on transportation between 
foreign countries, the figures thus obtained would still be rather 
too unfavorable to us in balancing imports and exports. During 
this period about 90 per cent. of the total of both was carried in 
American bottoms, and it is supposed that about 250,000 immi- 
grants came in also. From 1820 to 1860, government statistics 
show that 80 per cent. of all of our exports and imports went in 
American bottoms, and as during this period there came in as 
well an annual average of 110,000 immigrants, it seems not 
improbable that a similar addition of 8 per cent. to the American 
credit account would not be unfair, particularly as these immi- 
grants, in the earlier period especially, were often men of some 
substance, and brought with them money and other goods for 
which no equivalent was ever to be rendered to the countries 
from which they came. During this period also there grew up 
a very important kind of export trade which never figured in our 
statistics, namely, the sale of ships. During this entire period 
we were as distinctively the ship-building people of the world 
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as the English have been since, so that here is another important 
offset to the nominal balance against us, which without such 
corrections would become fabulous. 

During the War of Secession the sale of ships to foreigners 
increased in enormous proportions. Our ship-building did not 
cease, but in 1866 we had left in foreign trade only 1,386,000 
tons, worth about $75,000,000. As the ships and cargoes de- 
stroyed by the Confederate cruisers were only valued at about 
$17,000,000, here is an item of about $50,000,000 due to sales 
of American shipping, or transfers to foreign registry. But 
even so, on an average, 20 per cent. of our foreign trade has 
been done in American bottoms since 1860, so that it is not 
fair to charge ali the items for freight against us, as was done 
by Mr. Heidelbach. Of late it has been notorious that the for- 
eign steamship lines to America have not been very profitable, 
and as they buy most of their provisions, except coal, in America 
(as has always been customary, since it was the cheapest market), 
heavy discounts should be made from the total freight figures 
for this, and for wharf rents, ete., and again for the fact that 
many vessels owned in this country sail under foreign flags, 
owing to our navigation laws. It is well known that the vessels 
belonging to the Red Star Line and sailing under the Belgian 
flag, and several of the steamers of the International Navigation 
Company sailing under the British flag, and all those of the 
Atlantic Transport Line, likewise under the British flag, are 
owned in this country. This has been the cause of much lobbying 
of late for subsidies for ships owned by Americans prior to a 


given date. 
Four other matters disturb calculations based simply on 


exports and imports. 

The first is the influence of panics. One of the main causes 
of our panic of 1837, though one generally overlooked, was the 
English panic of 1836. Coming at a time when America was 
eager to speculate in-land, it dried up suddenly a stream of cash 
coming in return for our exports. By 1837 England was in the 
state in which we were in 1894, with money idle in great quanti- 
ties, and interest rates at I per cent. or 2 per cent., so that 
when our crash came in 1837, large amounts of English money 
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were sent over here for investment in our securities at their 
depreciated values, and England profited greatly at our expense. 
I have been unable to find how such matters went in 1857, but 
the English made stupendous losses in Confederate bonds during 
the war, and again in 1873, with the collapse of the Reading Rail- 
road, and others of their favorite investments; but it is probable 
that their heaviest loss was in the panic of 1893, which was 
immensely aggravated by their dumping all manner of securities 
on the New York Stock Exchange for anything they would 
bring. English panics over Bryan in 1896 and over the Spanish 
war in 1898 also cost them dear. 

Next comes the matter of money sent abroad by immigrants. 
With no statistics available, | am inclined to consider this more 
than offset by the cash brought in by them, so that there should 
be a credit on this account. 

A very large loss, however, comes from the money spent by 
Americans trayeling and temporarily resident in Europe, and 
for this there is only an insignificant offset in the sums spent by 
pleasure seekers from Europe in this country. Estimates on this 
vary immensely, but it seems not improbable that this item alone 
may have amounted to an average of $50,000,000 a year for 
the last twenty years, and to half that for the twenty years 
preceding. 

Of the same nature is the loss by the expatriation of wealthy 
Americans going to live abroad permanently in the glamor of 
foreign aristocracies. Probably not less than an average of 
$10,000,000 annually has gone in this way for twenty years back, 
the cases of the Duchess of Marlborough, of the Countess de 
Castellane and of the Viscountess Curzon being striking instances 
of expatriation by marriage. The expatriation of Messrs. 
William Waldorf Astor and Bradley Martin, who have recently 
become British subjects, would alone carry up the average for 
twenty years to a very high figure. Here again there is no 
compensating current. When the Baroness Burdett-Coutts mar- 
ried an American, her husband became a naturalized British 
subject instead of bringing his wife to this country. 

Taking into consideration the estimate of $20,000,000 origi- 
nally owed by us in 1789, and the balance of trade since then, 
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with the various corrections suggested in this article, including 
a charge against us of 2 per cent. of the total value of imports 
and exports since 1860 to compensate for freight in foreign 
bottoms, it will be found that an average return of about 4 per 
cent. on all foreign investments, good, bad and indifferent, would 
bring our indebtedness to the figures estimated in this article. 
This does not seem an improbable rate. 

In summing up the existing causes of outlay, it is well to 
observe that for several years the values of our imports are 
supposed to cover freight to the port of entry, so that this import- 
ant item can now probably be omitted without serious error, as 
the large proportion of the cost of transportation going for 
wharves, supplies, etc., and the American ownership of 20 per 
cent. of the tonnage used would probably more than offset lapses 
from this, so that the balance of imports and exports (including 
specie) can be used without this correction. 

If again we assume that immigrants bring in as much money 
as they send home to relatives, we have left for debtor items in 
our annual budget. 


Expenditures of Americans traveling ............... 50,000,000 

$1 50,000,000 


Probably for this year, the second item will be much larger, 
owing to the Paris Exposition, and the others may be under- 
estimates, but probably $200,000,000 would in any case cover 
our annual outlay for such items. As for the past three years 
the balance of exports in our favor has averaged over $500,- 
000,000, it is evident that about six years of continuance of such 
foreign trade would clear off our indebtedness as a nation, and 
already we are reaching a point where we are becoming so power- 
ful financially that we are beginning to compete in European 
financial affairs instead of being dependent on them for support. 

NATHANIEL T. BACON. 


Peace Dale, R. I. 
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APPENDIX. 


This article was written early in July, 1900. Since then our 
holdings of European securities have been immensely increased 
by the placing here of English, Swedish and German loans 
amounting to about $60,000,000. 

Our continued outpour of exports has made interest rates lower 
here than anywhere else, which in turn greatly stimulates all 
industries. The rise in coal abroad has apparently encouraged 
some foreign speculation in American coal lands in the last few 
months, but on the whole the general balance remains unchanged. 
Fewer of our securities have come home, owing to our purchases 
of foreign bonds. 

It is a matter for congratulation that so far our purchases 
of foreign bonds are all of the highest class. It shows wise 
discrimination on the part of our financiers that a Russian loan 
offered here was refused. It is to be hoped that we may remain 
free from the questionable securities of which most European 
countries are so prodigal. 

Now that the Paris Exposition is drawing to its close it is 
evident that the rush of Americans thither was not so great as 
the steamship companies expected, but with the growth of pros- 
perity it is to be expected that the annual current of tourists 
will increase. 

Our country now finds itself in a condition not unlike that of 
the United States Treasury in Cleveland’s first administration, 
when the Secretary of the Treasury, not having any bonds due 
and payable, found it necessary to go out into the open market 
and buy government securities at their market price, paying 
premiums, in order to prevent a business collapse from accumu- 
lation of money in the treasury. 

In conclusion I would like to express my obligations for aid 
and comfort to Mr. Herbert J. Wells, to Messrs. J. P. Morgan 
& Co., to Mr. John Hay, to Sir Robert Giffen and to M. 
Raphael Georges Lévy as well as to the gentlemen mentioned 


in the text. 
N. T. B. 
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OBSERVATIONS CONCERNING THE THEORY OF 
RAILWAY CEARGES. 


T is not at all likely that the student who interests himself in 
the economic aspects of railway transportation will ever 
have at his disposal more accurate or complete information con- 
cerning the history of railway charges in the United States, 
during the most notable period of the development of American 
railways than that which is now available.’ 
_ An examination of the data that have been rendered available 
by recent investigations concerning the history of railway charges 
in this country will show that the following facts have been com- 
pletely established by abundant evidence: 

First—Since 1870 there has been a fairly regular and prac- 
tically uninterrupted decline in railway rates which has extended 
throughout the entire continental territory of the United States 
and has affected all classes of traffic. 

Second—AlIthough there have been notable reductions in the 
prices of railway supplies* and important economies in operation 
have been introduced, the decline in rates has more than offset 
the amounts thus saved and there has been a material decrease in 
the rate of return to capital invested in railway enterprises.* 

As abundant evidence of the accuracy of the foregoing can be 
obtained from the sources referred to, it does not seem to be 
desirable to introduce such evidence at the present time. The 
observations that are to follow will be found to be dependent 
for their validity upon the accuracy of these statements, but it 

‘See Report of Changes in Railway Transportation Rates, by C. C. McCain, 
in Wholesale Prices, Wages, and Transportation; Senate Document 1394, 
Fifty-second Congress, Second Session. Also, Changes in Rates of Charge 
for Railway and other Transportation Services, Bulletin 15—Miscellaneous 
Series, Division of Statistics, U. S. Department of Agriculture. 

*More recently there have been many advances, but the net changes are 
mainly downward. 

*Data establishing this fact were presented by the writer in an article 


entitled “The Decline in Railway Rates: Some of Its Causes and Results,” 
published in the Journal of Political Economy of September, 1808. 
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is possible that even those who at first refuse to accept them, 
if they will attempt to follow the arguments to be presented 
herein, may be led to believe that they are at least probable upon 
a priort grounds. 

The study of railway history had so far impressed the facts 
which are thus made the premises of this paper upon the writer 
that he felt justified, as early as the year 1895, in formulating 
his conclusions in a generalization,’ which with an unimportant 
modification was subsequently expressed as follows: 


, railway charges tend unceasingly toward the lowest rates that 
will produce a revenue sufficient in the aggregate to meet Operating expenses, 
including necessary repairs and renewals, and, in addition, return to capital 
the lowest recompense for which it can be secured.”* 


It is not contended that the foregoing generalization must, of 
necessity, be accepted by all who recognize that the facts are as 
previously stated, but it will undoubtedly be evident to every one 
that, if the latter have been correctly summarized, the theoretical 
interpretation of the conditions of the business of railway trans- 
portation has not kept pace with the determination of the practical 
results of those conditions. 

No satisfactory answer has ever been given to the question: 
How has a large portion of the revenue that, with the main- 
tenance of former rates of interest and of dividends, would have 
accrued to the owners of railway securities been diverted to the 
travelling and shipping public in the fori of reduced charges? 

Omitting, for the present, any reference to the other reasons 
for rejecting the crude, though frequently urged, explanation 
that the competition of rival lines offering to carry between 
identical points has caused the decline, it is sufficient to direct 
attention to the inadequacy of that explanation. The decline 
has affected traffic for which there is no such competition (1. e. 
local business) in quite as notable a manner as it has that for 
which two or more routes are available. The explanation is 
therefore much narrower than the facts to which it is addressed. 
This inadequacy has by no means escaped the attention of stu- 


‘Reduction in Railway Rates, The Independent, June 6, 1895. 
*Railway Economics, pp. 52-53. 
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dents and publicists, although occasional expressions,’ which, on 
account of the seriously erroneous principles of regulation which 
they foster are regarded as especially unfortunate, indicate that 
the more superficial opinion has not entirely disappeared. 

The existence of a wider and more potent form of competition 
that is not limited to traffic carried between junction points has 
frequently been alleged by students of transportation, by whom 
it has been variously denominated the competition of “producers 
and consumers” of “markets” of “connecting lines” of “railways 
for traffic,”’ etc., ete. 

The best statement of the nature of this wider competition 
known to the writer is found in a paper contributed to the Annals 
of the American Academy of Political and Social Science,? by 
Dr. Walter E. Weyl. In this article, Dr. Weyl said: 


“Freight rates have been lowered through the competition of railroads, or 
other transportation agents, situated hundreds of miles from each other. It 
is regrettable that the problem of railway competition has been studied 
too locally, and with insufficient emphasis upon its national and international 
bearings. Strictly speaking, permanent competition can exist, not between 
railways struggling for the same traffic, but solely between those railways 
which have no territory in common. Given two railways which tap a given 
circumscribed wheat area in Dakota, and however bitter and fierce the strug- 
gle for patronage may temporarily be, the inevitable result is the adoption 
of a modus vivendi, which places rates upon a permanent basis. But Dakota 


*The following quotation from the Eleventh Annual Report of the Inter- 
state Commerce Commission (pages 49, 50) indicates that, as late as 1897, 
that body regarded competition of alternative routes as the cause of rate 
reductions: 

“ . if pooling produces any beneficial result, it necessarily does 
so at the expense of competition. It is only by destroying competition 
that the inducement to deviate from the published rate is wholly removed. 
P By the legalizing of pooling the public loses the only protection 
which it now has against the unreasonable exactions of transportation agen- 
cies. We are all agreed that the enormous power which such a measure 
would place in the hands of railroad companies ought not to be granted 
unless the exercise of that power is properly restrained in advance. 
The members of the Interstate Commerce Commission wish to say in the 
strongest possible terms that they are unanimous in the opinion that to 
overturn the Trans-Missouri decision, to repeal the fifth section and enact 
in its place a pooling bill, thereby permitting and inviting unlimited com- 
bination between carriers, would be little better than a crime against the 
people of the United States. “a 

* Causes Affecting Railway Rates on Fares—May, 1808. 
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wheat enjoys no monopoly, and the freight rates on these roads must be 
low enough to allow the Dakota farmer to compete with the farmers of 
Nebraska or Kansas. In consequence the freight charges on Kansas and 
Nebraska roads will determine a maximum above which the Dakota rail- 
roads cannot permanently charge. The same fact is true of foreign com- 
petition. Our wheat roads must compete not only with those of Canada, but 
with Indian, Russian and Argentinian railways, as well as with numerous 
maritime agencies all over the world. . . . . This competition . . will 
at all events keep down freight rates and induce the railroads to make, if 
necessary, repeated concessions to the needs of their patrons. . . . . This 
competition . . is practically non-existent in the transportation of pas- 


sengers.” 


The terms of the foregoing statement are not always accurate, 
and it is somewhat sketchy and incomplete; yet, in the main, it is 
a more concise and satisfactory description of conditions which 
have long been recognized by careful students than any elsewhere 
available. 

In common with all other statements in regard to this form of 
competition there is, however, a total absence of any explanation 
of the manner in’ which it operates.1. The necessity of such an 
explanation is beyond question, for the most superficial examina- 
tion will show that the competition indicated is not within the 
terms of any of the customary definitions of that economic pro- 
cess. These definitions all contemplate a rivalry for the privilege 
of supplying or obtaining similar commodities or services and 
certainly do not refer to a rivalry between agencies which offer 
such widely different services as those involved in transporting 
wheat, respectively, from Dakota and from Argentina to their 
common European markets. Closer examination of the condi- 
tions of which the quotation constitutes but a sketch in outline 
will show that the distinction is only superficial and that by 
remembering that transportation is really a part of the process 
of production and then resorting to the simple and scientifically 
correct expedient of considering the producers of utilities of place 
as cooperating with the producers of utilities of form in a joint 
productive process and as joint competitors with other producers 
of the same commodities who meet with them in common markets, 
the apparent difficulty disappears. Considered in this manner, 
such competition is clearly within the terms of the definition of 


"The writer acknowledges having incorporated a similarly defective state- 
ment in his Railway Economics—p. 49 et seq. 
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President Hadley,’ and if there is any to which it does not con- 
form it is one which is not abreast of the modern development 
of industrial relations. 

A summary statement of this method of explaining the decline 
in railway charges may be given in the language in which the 
writer thought best to present it to the rather mixed audience 
which gathered at the Conference on Trusts, held under the 
auspices of The Civic Federation of Chicago, during September, 


1899." 


“A little thought will suggest a cause that may have produced the decline, 
in spite of, though somewhat hindered by, the wastes just discussed. 
For lack of a better phrase this cause may be designated as the competi- 


tion among producers for the privilege of selling in the dearest markets and ( 
that of consumers for the privilege of purchasing in the cheapest markets. t 
This needs to be qualified by the suggestion that railways must be considered ’ 
as producers for the reason that the productive process cannot be regarded . 
as complete, in connection with a particular article, until that article is availa- \ 
ble for consumption. In more technical words, that are however perfectly a 
clear in their meaning, production consists of the creation of utilities of place 
as well as of utilities of form. 
Railways, therefore, are partners® in the production of the commodities that t 
they carry. Partners with whom? The answer is, with every separate pro- 
ductive establishment, farm or factory, workshop or mine, that exists along , 
their lines and furnishes traffic for their trains. Each railway forms, in | 
effect, a separate combination [the word combination is here used in a I 
clearly innocuous sense] with each separate productive establishment and, 1 
as either place or form utilities might be useless without the other, these d 
combinations are essential to the completion of the productive process. a 
Obviously, any railway mzy participate in many such combinations which pro- 
duce the same article. These combinations may compete among themselves, h 
and as most producers of form utilities have a definite cost of production t! 
per unit of product while most of the costs of producing transportation can- p 
not be assigned to particular services, it is not difficult to force railways to : 
assume the greater shares in the sacrifices which such competition involves.” s 
u 
The concept of a separate combination between each productive t} 
'“Competition may be defined as the effort of rival sellers to dispose of \ 
their goods, or of rival buyers to secure the goods and services which they iD 
require; an effort limited by the desire of the seller to secure as high a 
price as possible, and by the desire of the buyer to pay as low a price as . 
possible.” Economics, p. 73. 
*Proceedings of the Chicago Conference on Trusts, pp. 242-43. th 
*The word “partners” was used as more nearly expressing the speaker's th 
er 


meaning than any other that would be generally intelligible to those addressed, 
and is not to be taken in an unqualified sense. 
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establishment and the carrier serving it, suggested in the fore- 
going extract, requires further elaboration. Nearly every rail- 
way carrier has along its lines and at its terminals large numbers 
of industrial establishments which together usually cover a wide 
range of productive activities. These establishments, or most 
of them, have among themselves no contractual or other fixed 
relations except those resulting from the legal or commercial 
institutions of the country in which they are located, and few 
of them have any fixed relations, beyond those so indicated, 
with the railway itself. The products of these establishments 
may be classified with regard to whether they are supplied to 
meet a local demand on the one hand or to meet the wants of 
consumers in other regions upon the other. In the former case 
the relation of the railway to the producers is rather indefinite 
and is not likely to be expressed by any special action. The 
wants of such producers in regard to personal transportation and 
as consumers of goods produced elsewhere are grouped with those 
of other residents of the locality or treated with regard only to 
the conditions of the production which in turn supplies them. 
The relations of the carrier with those who produce to supply 
regions that can be reached only by the utilization of trans- 
portation agencies are obviously very different. Such producers 
furnish the carrier with its freight traffic and upon them it is 
dependent for its revenue. In this situation the local producer 
and the carrier are each capable of supplying commodities which, 
having by themselves no value, or none that need be regarded in 
this connection, have together a considerable value. The local 
producer has his utility of form, his wheat, cotton, pork, pig iron, 
steel rails, woolens, or other goods; the carrier, producer of 
utilities of place, can render these available to consumers by 
transporting them to the regions where the latter are located. 
Without the added utility of place the commodities of the local 
producer might be mere negative utilities’ or, in rare instances, 
“2... if we suppose a want—which must necessarily be of some 
given magnitude; and if we suppose the physico-chemical properties of a 
thing and our knowledge or opinion of such properties to be constant, then 
the utility of this thing is a function of its quantity, and, at first positive, 
ends by becoming negative. Every commodity may thus cease to be a 


commodity, and may become a thing of negative utility, or to put it more 
briefly than accurately, a negative commodity.” (Pantaleoni, Pure Eco- 


nomics, pp. 79, 80.) 
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they might have some value for local consumption. The latter 
possibility in no way modifies the argument, however, for there 
is no objection to considering the advantage which the producer 
of exported commodities must abstain from realizing through 
their local sale, as a part of the cost of production of articles 
which are reserved for export. Of course this advantage has 
to be overcome before the commodities enter the class with 
those which furnish railways with traffic. The railway and the 
local producer, therefore, possess commodities which are eom- 
plementary to each other. The union of these commodities is 
necessary before either can realize his cost of production, to say 
nothing of such profits as may reasonably be anticipated. That 
such a union will take place in most cases is not doubtful. It is 
the economic necessity of at least one of the possible parties and 
to the economic advantage of the other. 

lf it is possible to obtain from an examination of the circum- 
stances which attend the agreements under which the respective 
producers of these complementary utilities effect their union, 
any definite information concerning the terms upon which they 
must meet, it will materially advance the knowledge of the condi- 
tions which determine railway rates. For this purpose it is 
desirable to classify the producers of utilities of form according 
to the terms on which their products enter the markets that they 
supply. If these products are so limited in quantity and so 
peculiar to the region from which they are shipped as to enjoy 
monopoly privileges in the market or markets to which they are 
consigned, the carrier will share whatever profits may accrue 
from that monopoly with the local producers upon terms which 
will be fixed by contract. Each party to such a contract will 
naturally attempt to secure the greatest share possible and the 
result will depend largely upon the wisdom, ingenuity, and per- 
sistence with which each presses his respective aim. The traffic 
in products so monopolized is, however, under modern condi- 
tions, very limited and opportunities to secure very high rates 
even on such traffic are closely restricted by the necessity of 
adjusting even monopoly prices to the effective demand of con- 
sumers. Though it is apparently necessary to leave this branch 
of the subject with a generalization that is unsatisfactorily 
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indefinite in terms, a recurrence to observation will show that, 
however successful railways may have been in their efforts to 
secure high rates upon this portion of their business, the total 
contribution to revenue obtained therefrom has not sufficed to 
prevent a very material reduction in the rate of return to railway 
capital. This is equivalent to saying that even though it should 
appear that railways are able to and do take very large shares 
of the value of the monopolized commodities carried over their 
lines, this will serve merely to demonstrate that they secure smaller 
shares than would be otherwise indicated of the value of the 
commodities that are marketed under competitive conditions. 

The vastly greater bulk of railway freight traffic is composed 
of articles which are produced in many regions and by large 
numbers of independent establishments. With regard to such 
products consumers have usually little if any preference for those 
of one region over those of another and whatever preference does 
exist is expressed by a moderate differential. The latter being 
overcome, the product of the less favored region is unhesitatingly 
substituted. The concept of a separate combination between each 
producer of utilities of form and the producer who adds thereto 
a complementary utility of place, is especially valuable in connec- 
tion with this great mass of railway traffic. 

The consumers who obtain their supplies in a particular market 
will pay a definite price for a certain quantity of any commodity. 
li more is offered they will, within certain limits, not now 
material, take it at a lower price; if less is available they will 
bid the price to a higher figure. These conditions of course are 
equally applicable to monopolized commodities, but they do not 
affect the railway rates applied thereto with similar force. The 
reason for this difference is simple—if the article is monopolized, 
the carrier may demand a certain rate and may refuse to carry 
unless that rate is paid. Then only so much will be shipped as 
can profitably be marketed after meeting the transportation 
charges that are demanded. Thus the carrier by limiting its 
rates can determine the volume of shipments, 7. ¢. the supply 
in the market reached, and, of necessity, the price will be that 
which the local producer is willing to accept at the local point 
plus the rates imposed by the carrier and the other incidental 
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expenses of transportation. On the other hand, with regard to 
articles that are not monopolized the railway can control neither 
the supply nor the price. The market will be supplied in some 
way either by local producers or through the aid of other carriers 
even though a particular carrier withdraws its services, and it is 
probable that in any event the aggregate supply will be drawn 
from many and divergent sources. 

Under these circumstances what are the relations between the 
producer of form utilities and the railway which can place them 
in the market? Starting with the fact that the price is fixed 
and cannot be modified by the carrier, the next step is to observe 
that the amount that must be permitted to accrue to the producer 
of utilities of form is also beyond the carrier’s control. This 
point will be appreciated as soon as it is stated. The producer of 
utilities of form must receive prices equal to his cost of produc- 
tion. If this is not returned he will go out of business and will 
no longer furnish traffic for the carrier. Railway officers are 
keenly aware of this fact and are exceedingly watchful that they 
may not be taken unaware by changes in market conditions 
resulting in the unexpected diminution of the tonnage received 
at any point. The following quotation from a statement of 
methods of observing traffic movement with a view of preventing 
such reductions in its volume is very suggestive: 

“Now we will take up that very considerable class of tonnage that goes 
to competing markets or to the same market from competing points. This 
is not a certain and easy class to determine, but practically the distinction 


does exist and is very clearly marked at times. Only the traffic man is in 
position to know just what business it is. It will be scattered at various points 


along the road and may be very miscellaneous. . . Where once indicated 
by the traffic department, such tonnage should be regularly withdrawn each 
month from the general body to a class by itself. . . . . Explanations 


will largely lie in market conditions. It is the business that is most sensi- 
tive to industrial and commercial conditions, and it is the duty of the traffic 
man to detect at once any general tendencies and adjust his rate without 
delay. He generally does on the complaints of individual shippers. 
Sometimes the fault may lie with the producing point, and the traffic manager 
will be as jealous to guard the business from such decline as if it were 
his rate that was at fault.”* 


A full comprehension of the significance of the foregoing 1s 
dependent upon the realization that it is the statement of a 


*J. Shirley Eaton, Railroad Operations; How to Know Them, pp. 12-13. 
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practical railway officer based upon an intimate knowledge of 
the conditions of railway traffic and expressed in the customary 
terminology of current railway practice. Its essence is the clear 
indication that the volume of traffic is to be controlled through 
the adjustment of charges and that these must respect the inter- 
ests of local producers or traffic will fail. The admonition to 
the rate-making officer to ‘“‘adjust his rate without delay” to 
changed commercial conditions is in agreement with the most 
enlightened practice. It is the practical statement of the theory 
of charging “what the traffic will bear’’ and avoiding what Presi- 
dent Hadley has called “what the traffic will not bear.” The 
slight confusion of terms in the concluding sentence of the quo- 
tation is so evident that it in no way detracts from the obvious- 
ness of this interpretation. 

Were there not insuperable objections to the general practice, 
even from the point of view of the least far-seeing railway 
manager, it might be that the adjustment of charges so as to 
insure to each producer of form utilities the return of his cost 
of production and to the railway the highest possible revenue 
would be accomplished by means of separate bargains upon 
different terms with each consignor. Were this practicable, the 
railway might collect in each case the difference between local 
cost of production and the prices paid by consumers (less, of 
course, other costs of handling in transit, commissions, etc.) 
and thus absorb all possible local differential gains. This may 
be the explanation of some of the discriminations among indi- 
vidual shippers that have caused so much complaint in the United 
States during the last three decades. 

The general imposition of the discriminating charges which 
would be necessary to effect the universal or even frequent 
absorption of differential gains would be as impossible as it would 
be illegal and undesirable. Substantial support of this proposi- 
tion might be brought forward in the form of a discussion of 
the effect upon productive industry of what producers would 
regard as manifestly unfair distribution. It is only necessary 
to suggest this objection, as less complicated ones are readily 
available. Such discriminations are forbidden by law in the 


United States and, however defective may be the present 
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enforcement of this law, it has the unquestioned sanction of an 
ultimately invincible public sentiment and, with regard at least 
to an important portion of railway traffic, of commercial customs 
which cannot be overcome. Neither public sentiment nor public 
law would permit the publication of schedules of rates which, if 
observed, would have the effect of securing higher rates from 
certain producers than from others located at the same point 
and obtaining identical service. Those violations of law which 
inevitably occur under present conditions are effected by means 
of secret and usually temporary variations from the published 
schedules and in nearly all instances must be supposed to have 
the effect of adding to the differential gains of the more favorably 
situated producers.! 

Under any open schedule of charges that may continually 
be applied at any point, a marginal producer is certain, sooner 
or later, to appear. No one can be required to pay higher rates 
than those published, and the marginal producer, if not, as is 
usually the case, too weak to secure concessions for his traffic, 
is certain, unless they are withdrawn, soon to see the special rates 
which he has obtained openly promulgated as charges applicable 
to all business of like character received at the same point. 

The limit to the amount which can be collected by any carrier 
for any service is, therefore, the difference between the price of 
the commodity taken to market through its agency and the mar- 
ginal cost of production of that commodity at the point whence 
it is shipped. 

It may be urged, however, that if the carrier is not satisfied 
that it will be profitable from its own point of view to perform 
the transportation upon these terms, it can withdraw from the 
business entirely or by raising its rates force a particular mar- 
ginal producer out of business and substitute another whose 
cost is lower. This contention is by no means wholly ground- 
less, yet it is important to enumerate some of the circumstances 
and motives which lead railways to accept traffic at the lowest 
possible rates and occasionally mislead railway officers as to the 
point at which profit ceases and loss commences. 


‘The writer may be permitted here to use this term in a sense that will 
include large shippers (such as grain dealers) who are really middlemen. 
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The primary observation in this connection is that there is 
no specific cost assignable to a particular railway service.! 
A very large proportion of the expenses of railway transportation 
are incurred on account of numerous services, many are incurred 
on account of all, and a very insignificant, in fact almost negligible, 
proportion of the aggregate is accurately assignable to particular 
services. President Hadley expressed the consequences of this 
fact and at least one of its causes when he indicated an important 
distinction between railway competition and that of establish- 
ments having smaller proportions of fixed capital. He wrote: 

“The competition of different stores finds a natural limit. It brings rates 
down near to cost of service, and then stops. The competition of railroads 


or factories finds no such natural limit. Wherever there is a large perma- 


nent investment, and large fixed charges, competition brings rates down 


below cost of service.”% 


In declaring, however, that “competition brings rates down below 
cost of service,’ the author of the foregoing quotation apparently 
sanctioned the erroneous assumption of the existence of specific 
costs. The fact that railway transportation presents a case of 
“joint cost” had not received attention at the time (1885) of the 
publicationof the work quoted. The fact that there are no specific 
costs is now thoroughly understood and there is consequently 
less tendency to criticize the currently accepted belief among 
railway officers that anything received for a particular service 
above the cost actually incurred expressly for handling that 
particular item of traffic, is to be regarded as clear gain unless 
there is to be set against it revenue from traffic sacrificed in 
order to obtain it or a higher sum which, with greater ingenuity, 
might have been secured from this the service performed.* This 
opinion, which is commonly regarded as a sound principle for 
the guidance of traffic and rate-making officers, is, naturally, a 
great incentive toward the acceptance of low rates and the general 

*Professor F. W. Taussig, “A Contribution to the Theory of Railway 
Rates,” Quarterly Journal of Economics, July, 1891. H. T. Newcomb, Rail- 
way Economics, p. 80 et seq. 

* Railroad Transportation, p. 74. 

*It is to be understood that President Hadley applied this observation to 


but a portion of the total traffic. 
‘J. Shirley Eaton, Railroad Operations; How to Know Them, p. 39. 
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encouragement and constant creation and re-creation of marginal 
producers. The aim which it fosters is the constant multiplication 
of tonnage and ton-mileage regardless, or nearly so, of the effect 
which such business may have upon net revenues. The following 
extract fairly illustrates the traffic officer’s attitude in this par- 
ticular: 

“There is, of course, the underlying idea that our traffic does produce net 
earnings, but the certainty and amount of this profit on each kind of business 
are matter for inquiry at a different time and in a more thorough way. 
Therefore, the cry of the traffic department for ‘tonnage,’ regardless of kind 
or distance hauled or amount of revenue, is not so mistaken. We cannot 
control the destination of single shipments, or regulate the length of the 
haul except in the case of alternative routing of through business. We can 
only take the business that is offered, be its haul great or small; hence, the 
primary measure of the business we get is simply tons, irrespective of dis- 
tance carried or class of freight.” * 


Briefly summarized, the relations between the railway and those 
of the patrons who supply distant markets with products subject 
to competition are the result of the following conditions: 

1. A definite price fixed by consumers. 

2. A definite marginal cost of production at each producing point which 


each producer of form utilities must receive. 

3. No definite cost of production of specific railway services, i. e¢., place 
utilities. 

4. Volume of traffic the principal measure of current success in adminis- 
tration. 


Under these conditions there can be no doubt as to which party 
will be found to bear the burden of whatever sacrifice in revenue 
may at any time be necessary. 

The producer of form utilities who does not receive his cost 
of production will go out of business and every schedule of 
charges tends to create its marginal producer, hence there can be 
no advance in rates. There is usually an applicant for lower 
charges at every station who will guarantee increased volume of 
traffic if only he is enabled, by lower charges, to place his goods 
or more of his goods in the market. Railway officers are them- 
selves watching carefully for opportunities thus to increase the 
traffic from their stations, to point out new markets for the 
products of industries already established, and to encourage the 


J. Shirley Eaton, Railroad Operations; How to Know Them, p. 9. 
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inauguration of new forms of production in their territory. 
Such movements almost invariably require modifications in rate 
schedules and the changes are always downward. The slightest 
change at one shipping point must affect many others which pro- 
duce for the common market, for the adjustment is always deli- 
cate and easily disturbed. 

If this analysis is accepted, the question naturally arises 
whether it is applicable to the traffic of a single line or of a single 
system. Will a railway enter into separate combinations with 
shippers along its own lines and will these combinations compete 
among themselves, in a market not supplied from other sources, 
in such a way as ultimately to absorb the results of economies in 
operation and to keep dividends and interest at or below the 
current commercial level? Probably no such test is required in 
order to establish the accuracy of the theory herein proposed as 
an explanation of facts which, as has been shown, have disclosed 
themselves in fragmentary form and in diverse aspects to numer- 
ous writers on transportation. Yet, without venturing the 
assertion that such competition will always exist in effective 
form among combinations to which a single line contributes all 
of the complementary utilities of place, it is believed that a few 
suggestions will indicate that it must control the charges of all 
but the least extensive lines. These will be found to be equally 
applicable to traffic originating in more widely separated regions 
and are merely supplemental to the considerations already 
advanced. 

The constant fluctuations in industrial conditions, which 
proceed from prosperity to depression with regular wave-like 
variations, must have consequences that are important in this 
connection. The industries that are tributary to a single line 
will adjust themselves to its schedules and, as has been said, each 
shipping point will have its marginal producer. If the adjust- 
ment is regarded as that of a period of depression, it is obvious 
that progress toward better times will entail increasing demand, 
and the raising of the marginal cost of production. The former 
marginal producer will begin to receive a differential gain, and 
as the process goes on new marginal producers will appear, 
and in turn pass to the more fortunate class until the highest 
point of business activity is reached. The railway officer has 
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seen traffic increase in volume and has possibly been able to 
increase the return to investors. The reaction, however, finds 
an established volume of traffic and this must not be permitted 
to decrease, at least not without a severe struggle to maintain 
the maximum. Prices at the ultimate market are declining, 
marginal cost of production at shipping points cannot be reduced 
without decreasing tonnage, clearly rates must decline with prices. 
Thus the process of declining rates continues, the adjustment of 
periods of depression becomes that of periods of prosperity; the 
latter cannot be maintained through the succeeding periods of 
decline. 

With regard to some forms of production, notably agriculture, 
the variations of successive seasons may be substituted for those 
of commercial conditions with the same result. If it is objected 
that railway officers can adjust charges to improving conditions 
as well as to those of declining activity, the answer, from every 
student of railway history, will be that they never do. Only 
the most superficial will fail to see that they have no such incen- 
tive. To quote Mr. Eaton once more: 


“Very seldom is he (the traffic manager) called upon for an explanation 
for increases of business. In some way the superior official assumes that 
an increase is per se a good showing.” * 

As conditions of prosperity give place to those of depression, 
the barometer, volume of traffic, is frequently and earnestly 
scrutinized; when the movement is the other way, every one 
is too busy “moving the business” and exchanging congratula- 
tions over the good times to think of translating its indications 
in terms of earnings, much less of comparing these with proble- 
matical possibilities. 

It has already been suggested that the contention that the 
carrier may protect its net earnings by refusing traffic at unprofit- 
able rates is not groundless. In spite of the fact that it is often 
cheaper to carry business at a loss than not to carry it at all’ 


* Railroad Operations; How to Know Them, p. 14. 

«If you take at eleven cents freight that cost you twenty-five 
cents to handle, you lose fourteen cents on every ton you carry. If you 
refuse to take it at that rate, you lose fifteen cents on every ton you do not 
carry. . . . . If it be objected that such a case could not occur in prac- 
tice, the answer is that it does occur constantly. . . . .” (A. T. Hadley, 
Railroad Transportation, p. 17.) 
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there is a limit, not to rates for specific services, but to general 
reductions which, at least in a progressing country, will not 
permanently be passed. It is possibly too much to say that this 
limit is fixed by the sum necessary to meet operating expenses 
and return to invested capital the current rate of interest and 
insurance against risks of similar hazard. There is evidence, 
possibly not conclusive, yet sufficient to suggest that the limit may 
be still lower. The attractive possibilities of gain through the 
manipulation of securities, of the realization of collateral profits 
through speculation in land contiguous to new lines; the mis- 
leading hope of excessive gains growing out of examples fur- 
nished under the peculiar circumstances of some relatively early 
railway enterprises; and the allurements, formerly offered, in 
the way of Federal aid by means of grants of land and otherwise, 
may have operated to reduce the average return below the level 
established for other enterprises. Yet, however this may be, 
there is unquestionably an ultimate limit, and, whether or not it 
can be ascertained or even expressed in any but the most general 
terms, no student of transportation can afford to ignore its 
existence. 

In conclusion the writer may be permitted to indicate the direc- 
tion of some of the practical applications of the theory that is 
here suggested. The most obvious bearing is upon the desir- 
ability of railway agreements for the suppression of competition 
among lines connecting the same points, and for the maintenance 
of rates. It is certain that if railway rates tend naturally toward 
a minimum in the establishment of which the cost of operation 
is an important element, the enforcement of wasteful competitive 
methods of administration is undesirable, as the costs of such 
methods must inevitably become a charge upon traffic. It will 
probably appear also to have considerable force in determining 
the economic desirability of extensive corporate consolidations 
and the degree and character of state control over rates. The 
method to be adopted for the taxation of railway property would 
appear to be affected as, if the conditions of railway transporta- 
tion have been correctly interpreted, such a tax must be dis- 


tributed among railway patrons. 
H. T. Newcome. 


Washington, D. C., Census Office. 
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THE MACHINISTS’ STRIKE, 1900.1 


Slag history of the early trades union movement is largely 
the record of a struggle on the part of laboring men for the 
right to organize. After a half century of determined effort 
that privilege has now been thoroughly established. But the 
right to organize amounted to very little if the organizations 
of the men were not recognized and dealt with officially. Accord- 
ingly the struggle for the next twenty-five years was over the 
demand for recognition on the part of the unions. “I will treat 
with the men as individuals only’ was the almost invariable 
answer of the employer when approached by the officers of 
the union on the occasion of a strike or lockout. More often than 
not prominent union men were practically black-listed by the 
employers, and in some cases employees were compelled to refrain 
from joining a union as a condition of employment. Gradually, 
however, the unions won partial recognition and in many quarters 
were able to enforce their demands by concerted action when 
refused. Of recent years the principle of collective bargaining 
has gained in favor, as the employers as well as employees have 
become better organized, and the destructive character of indus- 
trial warfare has been more clearly recognized. But it remained 
for the present year to witness the culmination of this movement 
in the adoption of a joint agreement by the national organiza- 
tions of the two parties. This recognition of the principle of 
collective bargaining on a national scale was given by an agree- 

? While this article is based chiefly on direct investigation and personal com- 


munications from manufacturers and trades unionists, the following references 
have been used: 

“Both Sides of the Machinists’ Strike.” A small pamphlet published by the 
Chicago manufacturers. 

“One Side of the Machinists’ Strike in Chicago.” An unpublished MS. 
article by Business Agent F. W. Brown, Chicago. 

Engineering Magazine, New York, May-July, 1goo. 

Monthly Journal of the International Association of Machinists. Washing- 
ton, D. C., February-July, 1900. 

Daily papers of Chicago and New York; the former especially, February 
20-April 1; the latter, May 10-20. 
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ment entered into on May 18 between the National Metal Trades 
Association and the International Association of Machinists. 
This is the first time that the national associations of employers 
and the employees have effected such a union in the United States, 
and it may therefore be considered an epoch in the history of 
trades unionism in this country. 

It is a curious fact that this movement, important and pregnant 
with vast possibilities as it is, was not the result of a preconcerted 
plan,’ but was the outcome of a small and apparently rather 
hopeless strike inaugurated at Chicago. To thoroughly under- 
stand the situation, therefore, we shall have to trace the events 
that led up to this strike. Although Chicago is properly regarded 
as the hot-bed of trades-unionism in this country, the organiza- 
tion of the machinists in that city was at a very low ebb in the 
spring of 1899, so that on March 1 of that year a local organizer 
was placed temporarily in the field. From a membership of 493 
the number was increased by his efforts to 741 in June. A dis- 
trict lodge was also formed in that month, composed of dele- 
gates from each local lodge, which elected a permanent busi- 
ness agent or walking delegate. The organization was not 
increasing rapidly enough, however, to suit the ideas of the busi- 
ness agent. Many machinists who were not members of the 
association did not believe in the ability of that body to help 
them. “Make a demand for something,” they would say; “let 
us know you are going to ask for better conditions, more pay, 
shorter hours, or anything, and we will be with you.’ —Accord- 
ingly a plan was formulated by the business agent to make certain 
demands of the manufacturers, and if these were not conceded 
to go on strike. By this means it was hoped to build up a 
stronger organization among the machinists.* This plan was 
ratified by the local unions in December, by which time the 
membership had grown to 1,143. The most important demands 
made by the machinists were the exclusive employment of union 
men, a nine hour day, a wage-scale ranging from $2.80 to $3.25 


* Such as the engineers’ strike in England, in 1897. 

*“One Side of the Machinists’ Strike in Chicago,” p. 3. 

* The business agent stated to the writer that this was the sole reason for 
making these demands at this time. 
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a day, with a minimum wage of 28 cents an hour, fixation of 
rates for overtime, and the limitation of apprentices.? 

This new agreement was to go into effect on March 1, which 
is the busy season, but as the manufacturers very generally paid 
no attention to the summons of the business agent to a conference 
and refused to sign the agreement with the unions, a strike was 
called on February 21. Two days later the employers organized 
the Chicago Association of Machinery Manufacturers, for the 
avowed purpose of fighting the machinists’ union.?_ The follow- 
ing officers were elected: P. W. Gates, President; C. J. 
De Berard, Secretary; J. H. Shanley, Treasurer. At first it 


* The agreement presented to firms for them to sign contained the following 
demands : 

1. The firm agree to employ only members of the I. A. of M. in good 
standing on machinists’ work and die and tool work. 

2. Machinists shall be recognized as per constitutions of subordinate lodges 
of the I. A. of M., and shall be either a general workman, a competent 
floor hand, etc. [Const. Art. I, sec 2.] 

3. The minimum rate of wages for machinists shall be 28 cents per hour, 
and for die and tool work 32% cents an hour. 

4. All overtime up to 12 o’clock midnight shall be paid for at the rate of 
one and one-half time. 

5. After 12 o’clock and all legal holidays and Sundays shall be paid for 
at the rate of double time. 

6. The employment of apprentices shall be in accordance with the constitu- 
tion of the I. A. of M. [One apprentice to each shop, and one to every 
five machinists thereafter. Art. II., sec. 1.] 

7. Nine hours shall constitute a day’s work. All time worked over nine 
hours shall be governed in accordance with sections 4 and 5. 

8. When necessary to reduce the force of employees on account of slackness 
of work, those who have been laid off will be given first opportunity for 
re-employment, seniority and proficiency to govern. 

9. In case of a grievance arising the firm agree to receive a committee of 
their employees to investigate, and, if possible, to adjust the same. If no 
adjustment is reached, the case shall be referred to the firm and the executive 
board of the district lodge. If no satisfactory settlement is agreed upon the 
whole matter shall be submitted to a board of arbitration of five persons, 
selected by the two parties. The decision to be binding on both sides. 

10. The agreement shall be in force until March 1, 1901. 

11. Thirty days notice must be given of a desired renewal or change of 
this agreement. 

* The greatest indignation was aroused among the manufacturers by the 
calling of a strike at this time and in this manner. Cf. an open letter of 
Frazer & Chalmers under date of February 26, and testimony of W. J. 
Chalmers before the Industrial Commission, March 20, 1900. 
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seemed that trouble might be averted. Mr. Gates made a public 
statement to the effect that ‘there was a general desire on the 
part of the manufacturers to avoid a strike. He believed, too, 
that the majority opposed a lockout.’ A conference was held 
between representatives of the two organizations for the purpose 
of settling, if possible, the points of disagreement. The manu- 
facturers, however, refused to discuss the first demand made in 
the agreement, namely the exclusive employment of members 
of the International Association of Machinists, and the union 
men refused to proceed unless this were done.* The conference, 
therefore, ended abruptly without result, and on March 1 the 
strike, which had been pending during these negotiations, went 
into effect without reserve. By the end of the first week in 
March some 6,000 men were out, of whom about one-half were 
members of the machinists’ union.* 

The demands of the Chicago machinists were soon taken up 
in other cities and strikes were inaugurated in Philadelphia, 
Paterson, N. J., and Cleveland and Columbus, O., and threatened 
to spread farther.* In Paterson the workers requested a uniform 
advance of 10 per cent. in their wages; in Cleveland the demand 
was for a nine hour day with ten hours pay; in Columbus some 
nine demands were made, similar to those presented in Chicago, 
though even more extreme.° It was estimated that there were 


* Chicago Record, February 27. 
* Monthly Journal of the International Association of Machinists, April, 
p. 210. 
* The machinists claimed 4,000 members at this time. 
*To Baltimore, Boston and New York. 
*The following demands were presented to the Columbus manufacturers: 
. A minimum wage of 25 cents an hour. 
. Overtime, Sundays and legal holidays to be paid time and one-half. 
. Apprentices to be limited as per constitution of the I. A. of M. 
. All machinists shall have working cards of the I. A. of M. 
. Men are to be laid off in order of their employment; but no reduction 
of force is to take place while it is practical to reduce the hours of labor. 
6. No machinists to be discharged for incompetency after working 30 days. 
7. All disputes to be settled by a shop committee and the management. If 
no settlement is reached, the matter is to be submitted to an arbitration 
board. 
8. Fifty-five hours shall be a week’s work. Saturday may be made a half 
holiday. 
9. No machinist is to run two or more machines. 
These demands were presented in February, but on the refusal of the 
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altogether about 9,000 machinists on strike by the end of March— 
Chicago, 6,000; Cleveland, 1,500; Paterson, 500-800; Colum- 
bus, 550; Philadelphia, 500. 

Meantime advances were being made by the employers, looking 
to a peaceful settlement of the difficulties. On March 9 a meet- 
ing of the board of directors of the Chicago Association was 
held and the following resolution passed and submitted to Presi- 
dent O’Connell, of the machinists’ union: “Our association has 
declined to sign your agreement or recognize your union, but if 
you will call off this strike and order your men back to work 
at once we will agree that, to the fullest extent possible, all 
‘members of our association will immediately join the National 
Metal Trades Association, to which all matters now in dispute 
will then be referred for settlement by arbitration with your 
international union.”' This was met by a counter proposition 
from the union men that the schedule of wages demanded and 
the nine-hour day be conceded, and all other matters submitted 
to arbitration. As the members of the employers’ association 
refused to consider this proposal, negotiations were dropped at 
this point. 

A week later another conference was held between the Admin- 
istrative Council of the National Metal Trades Association and 
the general Board of Trustees of the International Association 
of Machinists. Articles of agreement, known later as the 
Chicago agreement, were submitted by the manufacturers, pro- 
viding for the submission of all points in dispute to a joint 
arbitration board.? It was also provided that until the matters 


manufacturers to accept them, President O’Connell, in March, dropped 
demands 6 and 9, and the latter half of 5 and 8, and added a provision that 
the agreement should end March 1 each year. The manufacturers were will- 
ing to concede demands 5 and 7 and to grant a Saturday half-holiday. On 
the refusal of the employers to accept their terms the union men struck. 

Cf. Monthly Journal of the I. A. of M., March, p. 177; April, p. 1990 

* Chicago Times-Herald, March to. 

* The section containing this provision was as follows: “In all pending 
disputes, and in disputes hereafter to arise between. members of the respective 
organizations, i. e., an employer and his employees, every reasonable effort 
shall be made by the said parties to effect a satisfactory adjustment of 
the difficulty; failing in which, either party shall have the right to ask 
its reference to a committee of arbitration which shail consist of the presidents 


| 


1900] The Machinists’ Strike, 1900 307 


in dispute should be finally adjudicated all strikes and lockouts 
should be called off. To this agreement the men submitted 
amendments providing that: (1) members of the National Metal 
Trades Association should recommend to machinists the necessity 
of becoming members of the International Association of 
Machinists; (2) arbitration should be had not later than March 
26; and (3) agreements should expire March 1 each year. The 
employers declined to accept these amendments and insisted that 
all strikes should be called off before arbitration should begin. 
On the other hand, the union men refused to call off existing 
strikes unless a time limit were inserted, as they claimed that 
otherwise there was no assurance that arbitration ever would 
take place! They accordingly refused to ratify the agreement 
as presented. Two weeks later,” however, after some pressure 
had been brought to bear, a modified agreement was accepted by 
both sides. It was agreed that differences as to matters in dispute 
should be settled by arbitration, which should be had within the 
next two months. The findings of the arbitration committee 
should have force, beginning Monday, April 2, and pending 
arbitration the men should return to work. This agreement, 
made by the national councils of both organizations, was then 
submitted to the local branches for ratification. All accepted it, 
except the striking machinists at Paterson and Cleveland, who 
refused to return to work pending arbitration.* Accordingly, 
the strike was officially declared off on April 2 in all cities except 
these two, and as fast as the manufacturers signed the agreement 
the men returned to work. The Chicago machinists adopted the 


of the National Metal Trades Association and of the International Associa- 
tion of Machinists, or their representatives, and two other representatives 
from each association appointed by their respective presidents. The findings 
of this committee of arbitration by a majority vote shall be considered as 
final as regards the case at issue, and as making a precedent for the future 
action of the respective organizations. Pending adjudication by this com- 
mittee of arbitration there shall be no cessation of work at the instance of 
either party to the dispute. The committee of arbitration shall meet within 
two weeks after the reference of the dispute to them.” 

"Monthly Journal of Machinists, April, p. 215. 

*Tbid., March 31. 

*New York Tribune, April t. 
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agreement by a vote of 3,028 to 396, and by April 6 all but 1,000 
of the 6,000 strikers in that city had returned to work.! 

Under the terms of the Chicago agreement a joint arbitration 
board, composed of three representatives from each side, met 
in New York City on May 10.2. After a week’s harmonious and 
careful deliberation they entered into a joint agreement, which 
was accepted by both organizations. Before beginning’ their 
deliberations the strikes in Cleveland and Paterson were called 
off by the machinists, there being no other strikes or lockouts in 
any shops in the United States.* This joint agreement, effected 
between the national association of employers and employees, is 
of sufficient importance to give in full.* After pledging them- 
selves to mutual observance of the decisions of the board, they 
agreed upon the following propositions :° 

“Machinists. A machinist is classified as a competent general 
workman, competent floor hand, etc. To be considered a com- 
petent hand in either class he shall be able to take any piece 
of work pertaining to his class, with the drawings or blue prints, 
and prosecute the work to successful completion within a reason- 
able time. He shall also have served a regular apprenticeship 
or have worked at the trade four years. 

It is understood that the question of competency is to be deter: 
mined by the employers. Since the employers are responsible 


* One of the interesting features of the strike was the novel method adopted 
of keeping non-union men or “scabs” from taking the places of the strikers. 
A number of kodak cameras were purchased and “snap shots” taken of 
all such men; these pictures were then distributed among the various local 
unions. Whether it was because of the novelty of the method, or the good 
temper displayed, it seemed to be successful in keeping applicants away. 

*The National Metal Trades Association was represented by D. McLaren 
(President), Cincinnati, O.; Edwin Reynolds, Milwaukee, Wis.; Walter L. 
Pierce, Brooklyn, N. Y. The International Association of Machinists was 
represented by James O'Connell (President), Washington, D. C.; D. Douglas 

* Monthly Journal of Machinists, June, p. 313. 

*The magnitude of the interests involved evidences sufficiently its import- 
ance. It was estimated that this conference represented manufacturing inter- 
ests with a capital of $3,000,000,000, and employees numbering 100,000. 
—Monthly Journal of Machinists, April, p. 215. 

*For copies of the agreement see the Jron Age, May 24; American 
Machinist, May 31 and June 28; Engineering Magazine, July; Monthly 
Journal of I. A. of M., June. 
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for the work turned out by their workman, they shall, therefore, 
have full discretion to designate the men they consider competent 
to perform the work, and to determine the conditions under which 
it shall be prosecuted. 

This last paragraph does not, in any way, abridge or destroy 
the right of appeal from any apparent or alleged unjust decision 
rendered by an employer of labor, or his representative, in con- 
formity with the powers vested in him by this paragraph. 

Overtime. All overtime up to 10 o'clock Pp. M. shall be paid 
for at the rate of not less than time and one-quarter time, and 
all overtime from 10 P. M. until 12 midnight shall be paid for 
at a rate of time and one-half time, and that after 12 o’clock and 
legal holidays and Sundays shall be paid for at a rate of not 
less than double time. 

In cases of emergencies, where shop machinery breaks or runs 
down, and it is absolutely necessary to repair the same so that 
the factory can run on Monday, this time shall be paid for at a 
rate of time and ‘one-half time. The repairs above referred to 
apply only to the machinery of the employer. 

The foregoing rates not to interfere in any way with existing 
conditions; that is, where a higher rate than the above is paid 
now, no reduction will take place. 

Such rates for overtime shall not apply to men regularly 
employed on night gangs. 

Apprentices. There may be one apprentice for the shop, and 
in addition not more than one apprentice to every five machinists. 
It is understood that in shops where the ratio is more than the 
above, no change shall take place until the ratio has reduced 
itself to the proper number, by lapse or by the expiration of 
existing contracts. 

Employment and Hours. No discrimination shall be made 
against union men and every workman shall be free to belong to 
a trade union, should he see fit. Every employer shall be free to 
employ any man, whether or not he belong to a trade union. 
Every workman who elects to work in a shop will be required 
to work peaceably and harmoniously with all fellow employees, 
whether he or they belong to a trade union or not. He shall also 
be free to leave such employment, but no collective action shall 
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be taken until any matter in dispute has been dealt with under 
the provisions for avoiding disputes as per the Chicago agree- 
ment, dated March 17, 1900, signed March 31, 1900. The 
National Metal Trades Association does not advise its members 
to object to union workmen or give preference to non-union 
workmen. 

Fifty-seven hours shall constitute a week’s work from and 
after six months from the date of the final adoption of a joint 
agreement, and fifty-four hours shall constitute a week’s work 
from and after twelve months from the date of the final adoption 
of a joint agreement. The hours to be divided as will best suit 
the convenience of the employer. 

In consideration of this concession in working hours, the Inter- 
national Association of Machinists will place no restriction upon 
the management or production of the shop and will give a fair 
day’s work for a fair day’s wage. 


Nore :—This is not to interfere in any way with shops where 
a less number of hours per week is already in operation.”* 


The results of the arbitration conference were accepted with 
satisfaction by both sides, but the machinists especially hailed 
them as a signal recognition of their demands. They claimed 
that they had made substantial gains, even greater than they 
had hoped for, by securing the following points: (1) National 
recognition of their organization, which was now conceded for 
the first time in their history; (2) limitation of apprentices, in 
which respect their full demand was granted; (3) the definition 
of a machinist according to the constitution of their order; (4) 
the nine-hour day, though after a year; (5) the definition of 
overtime.2. On the other hand, it will be seen from the briefest 
perusal of the agreement that the management of the business 
was left entirely in the hands of the manufacturers, without inter- 
ference on the part of the walking delegate—a vital point in the 

* The dispute at Paterson was settled on a separate basis: the Io per cent. 
advance demanded in wages was granted, and the sections of the agreement 
under “Overtime” and “Hours” were made to apply. With this exception 


all members of the two associations were bound by the agreement as give". 
* Cf. letter of President O’Connell in Monthly Journal of Machinists, June, 
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contentions of employers with labor unions.!. From the stand- 
point of society, as well as of the employers, the greatest gain 
which resulted from the conference was the guarantee that in 
future arbitration would be substituted for industrial warfare in 
cases of dispute between members of the two associations. While 
the New York settlement did not directly touch upon some con- 
troverted points, such as piece work, minimum wage, or the 
handy man, it established a precedent of wise, temperate and 
common sense agreement which is the best and most certain assur- 
ance against future discord. More than anything else it was a 
victory for the principle of collective bargaining. 

As the labor unions have grown in strength and have enforced 
concerted demands, they have shown the manufacturers the neces- 
sity of combining for protection. Especially where strikes have 
been freely resorted to, they have served to knit the employers 
into closely united federations, so that to-day scarcely a trade 
exists, whose men are organized, where the manufacturers are 
not also combined into local or national associations. While 
many of these are fighting organizations, some of them at least 
have shown the way to industrial peace, without employing 
drastic measures, and at least two or three have established the 
principle of national arbitration. To reduce the friction which 
has hitherto seemed unavoidable between the manager’s office and 
the workshop is a most desirable consummation. To eliminate 
the local business agent and his petty tyranny, and to substitute 
national agreements between the chief executive officers of 
employers and labor organizations is a step both enlightened and 
necessary in our industrial development. The new conditions 
will beget a kindlier feeling and mutual forbearance. Nor is this 
all. The manufacturers’ associations, as well as the labor unions, 
have been singularly educative. They have widened the mem- 
bers’ views, and, while making them more tolerant of one 
another, have substituted broad, vital issues for local or personal 
matters of dispute. 

*Cf. paragraphs of agreement under “Machinists” and “Employment and 
Hours,” etc. 

*E.g., National Founders Association. Cf. H. W. Hoyt, “Manufacturers’ 
Associations, Labor Organizations, and Arbitration,” article in Engineering 
1900, p. 173. 
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In summing up the results of this peaceful settlement of the 
machinists’ strike, it is impossible not to make comparisons with 
the engineers’ strike in England two and a half years ago. In 
England the engineers made their fight on the adoption of the 
eight-hour day, but the real issue of the struggle was the men’s 
insistence upon the manufacturers’ adoption of trade union regu- 
lations in the operation of their works. The demand for the 
reduction of the working day only served to cloak the other 
demands, such as the limitation of apprentices, limiting the 
number of machines to a man, fixing a minimum wage, etc.. 
but it was on the basis of these latter that the dispute was decided. 
Although the men began the struggle splendidly organized and 
with a large reserve fund in their treasury, the result, after 
months of bitter struggle, was a complete victory for the manu- 
facturers. The reason for this outcome was that the manu- 
facturers could not concede the union demands and maintain their 
position in the world markets. They contended, and apparently 
with justice, that England had already fallen behind and was in 
danger of losing her commercial supremacy owing to the increas- 
ing interference with and limitation of the manufacturers’ busi- 
ness by the trades unions. In the agreement finally reached 
between the Employers’ Federation of Engineering Associations 
and the Amalgamated Society of Engineers, the unions yielded 
most of their demands and practically conceded the manu- 
facturers’ contentions. 

The lessons of this industrial struggle in England, dearly 
bought as they were, have evidently been studied to some purpose 
in this country both by masters and men; echoes of the English 
agreement sound through the resolutions of the joint arbitration 
board of the National Metal Trades Association and the Inter- 
national Association of Machinists. This would seem to show 
that it will not be necessary for the United States to go through 
all the phases of the English labor struggle and to repeat all the 
mistakes of British employers and unions, but that we may and 
will adopt the results of their experience. In this case the 
machinists yielded their less tenable demands and did not press 
for a settlement of others, which the experience of their English 
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brothers had shown were impossible of attainment.! It is cer- 
tainly a matter of congratulation that such an agreement should 
have been reached amicably, as a substitute for and not as the 
result of a long, bitter and exhausting struggle. The result of 
the machinists’ strike of 1900 must be regarded, therefore, not 
only as a long step forward on the road of collective bargaining, 


but as a substantial victory for the principle of voluntary arbi- 
tration. 


‘Cf. the modification of the Columbus demands and final settlement, for 
instance. P. 305, note. 


Ernest L. BoGart. 
Oberlin College. 
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NOTES. 


English Economic Legislation of 1900. Although the South 
African war chiefly occupied the attention of the British Par- 
liament in the session of 1900, there were noteworthy additions to 
economic and municipal legislation, to the class of domestic legis- 
lation which so markedly characterized the Parliament of 1895-1900. 
There was in the session of 1900 no great measure such as the 
Workmen’s Compensation Act of 1897; but that Act, and several 
others affecting economic conditions, were extended or amended, 
and new departures were made by such acts as that for the better 
prevention of accidents on railways, and the act making stringent 
amendments to the laws with respect to money lending. 

In 1897, when the Workmen’s Compensation Act was passed, two 
large classes were excluded from its scope. These were agricultural 
laborers and sailors in the merchant service. There were then 
efforts to bring these classes within the Act; but the government 
resisted the extension of the measure to them. They resisted its 
extension to seamen on the ground that they were a special class, 
and that if there was legislation for them, it would have to be 
specially framed to meet the conditions of sea-faring life. Against 
the inclusion of agricultural laborers, it was contended in 1897, that 
accidents in agriculture were comparatively few, and that farmers 
as a rule were not capitalists, and that the burden of accidents would 
be a serious matter for most of them. For these reasons, the Act 
was narrowed down so as to leave both agricultural labourers and 
seamen outside its provisions; and in case of accidents in agricul- 
ture, the only remedy a labourer had, was by proceeding under the 
Employers’ Liability Act of 1880, an Act which, although still on 
the statute books, has in most industries been almost superseded by 
the Compensation Act of 1897. The Act of last session, extending 
the Act of 1897 to agricultural laborers, unlike the original Act 
was not a government measure. It was introduced by a private 
member; but the Government at an early stage gave it their support, 
and it became law without opposition, either in the House of Com- 
mons or in the House of Lords. The discussions on it in the House 
of Commons turned chiefly on the working of the Act of 1897; and 
they were remarkable as bringing out the fact that most of the 
apprehensions as to the heavy burden that would be thrown on 
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industry had been proved by three years’ working of the Act to 
have been ill-founded. Sir Matthew White Ridley, the Home 
Secretary, stated that it had been found that the responsibility it 
threw on employers could be met by “a comparatively light premium 
of insurance”; and Sir James Joicey, one of the largest mine-owners 
in the great coal county of Durham, who opposed the Act in 1897, 
told the House that “many of the dangers anticipated at the time 
of the passing of the Act had not arisen.” It was admitted in these 
discussions that there had been more litigation under the Act than 
was expected; for one of its aims was to do away with litigation 
like that which had from the first marked the Employers’ Liability 
Act of 1880. But much of this litigation under the measure of 
i897 was attributed to the way in which the Act was drafted, rather 
than to its inherent principles; and some of it to the action of the 
insurance companies which take over employers’ liability. By the 
extension of the Act of 1897 to agriculture, its compensation clauses 
are made to apply to “the employment of workmen in agriculture 
by any employer who habitually employs one or more workmen in 
such employments.” So framed, the extending clause makes an 
exemption for the small farmer, who only casually employs help in 
the working of his land. 
in respect to the act for the better prevention of accidents on 
railways, it may be claimed as an instance in which legislation by 
Congress has afforded a precedent for British legislation. The 
purpose of the British Act is the same as that of the Act of Congress 
providing for the use of automatic couplers on railroads; and the 
British Act was passed on the recommendation of a Royal Com- 
mission which sent representatives to this country to investigate 
the working of the Couplers Act passed by Congress. It is, how- 
ever, much more comprehensive than the Act of Congress; for 
it gives the Board of Trade extensive powers for making such rules 
as in the opinion of the Board will reduce or remove dangers and 
risks, incidental to railway service. “Where the Board of Trade 
consider that avoidable danger to persons employed on any rail- 
way,” reads the enacting clause, ‘‘arises from any operation of rail- 
way service, whether that danger arises from anything done, or 
omitted to be done, by the railway company, or any of its officers 
or servants, or from any want of proper appliances or plant, they 
may, subject to the provisions of this Act, after communicating with 
the railway company and giving them a reasonable opportunity of 
reducing or removing the danger or risk, make rules for that pur- 
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pose.” By rules so made, the Board may require the use of any 
plant or appliance, which has been shown to the satisfaction of the 
Board to be calculated to reduce danger to persons employed on a 
railway, or the disuse of any plant or appliance which has been 
similarly shown to involve danger. Should a railway company 
object to any rules to be imposed upon it by the Board of Trade, 
it is to have the right of appeal to the Railway Commission, the 
existing court by which a variety of railway questions are deter- 
mined. Failure to comply with the Board of Trade rules is to 
make a railway company liable to a fine of fifty pounds for each 
offence, or in the case of a continued offence, to a fine not exceeding 
ten pounds for every day during which the offence continues after 
conviction. Where the requirements of the Board of Trade entail 
large expenditure, it is to be open to the railway company to furnish 
the Board with an estimate of expenditure, and thereupon the Board 
is to fix and determine the sum which is properly chargeable to 
capital account, and the company may issue debentures ranking 
fart passu with any existing debentures, and no other authority save 
the certificate of the Board is to be requisite to authorize and validate 
the raising by debentures of money to be so expended. Ordinarily, 
it should be added, a railway company, needing more capital, has 
to go to Parliament for the authority to make a new issue of stoc‘. 
A new staff of inspectors is to be attached to the Board of Trade 
to carry out the provisions of the Act, and to make such experiments 
with appliances as the inspectors may deem expedient. Moreover, 
it is made incumbent on every railway company, to give all reason- 
able facilities to these inspectors to make experiments with appli- 
ances. The comprehensiveness of the Act may be judged from its 
schedule, which enumerates twelve details of railway working 
economy with respect to which the Board of Trade may make rules 
or specific orders, as the circumstances of the case or of the particular 
railway may demand. These details affect such matters as shunting 
and making up trains; steam or other power brakes on locomotives ; 
and protection to permanent way men when relaying or repairing 
the permanent way. The Act, in brief, is one of the most strin- 
gent laws for the protection of labor passed by the late Parliament, 
or by any Parliament of recent years. It may be described as 
extending to the railway service principles long recognized in the 
mining code, administered by the Home Office and its corps of 
mining inspectors. 

Since 1883, there has been a law, the Agricultural Holdings Act, 
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under which a tenant farmer on quitting his holding can obtain 
compensation for improvements which he has made. The principle 
of the Act of 1883 is that the measure of compensation obtainable 
from the landlord shall be the value to the incoming tenant of the 
improvements effected by the outgoing tenant. The law passed in 
the last session of Parliament extends the scope and simplifies the 
working of the older Act. In the amended law, there are schedules 
setting out the improvements to which the consent of the landlord 
must be obtained, if compensation is subsequently to be claimed; 
of improvements of which notice must be given to the landlord; and 
of improvements in respect of which neither consent nor notice 
is required. These schedules are interesting as illustrating the 
conditions under which farming land is held in England on yearly 
tenancies. The landlord’s consent must be had to (1) erection, 
alteration or enlargement of buildings; (2) formation of silos; 
(3) laying down of permanent pasture; (4) making and planting 
of osier beds; (5) making of water meadows or works of irriga- 
tion; (6) making of gardens; (7) making or improving of roads 
or bridges; (8) making or improving of water courses, ponds, wells 
or reservoirs, or of works for the application of water power or 
for the supply of water for agricultural or domestic purposes; (9) 
making or removal of permanent fences; (10) planting of hops; 
(11) planting of orchards of fruit trees; (12) protecting young 
fruit trees; (13) reclaiming of waste land; (14) warping or 
weiring of land; (15) embankments and sluices against floods, and 
(16) erection of wire-work in hop-gardens. Drainage of land can 
be undertaken after notice to the landlord; but chalking, clay- 
burning, liming or marling of land, the application of purchased 
manures, or the laying down of temporary pastures with grasses can 
be undertaken without reference to the landlord, and when a tenant 
quits possession, he can claim compensation for these as unexhausted 
improvements, as well as for the improvements which he has made 
with the consent of the landlord. Under the Act of 1883, when an 
outgoing tenant made his claim for compensation, it was open to the 
landlord to make a claim against the tenant for dilapidations as an 
offset. If landlord and tenant failed to come to an agreement on the 
claim and counter claim, referees and an umpire were appointed 
by the county court to settle them. Under the amended law, these 
claims are to be determined by a single arbitrator. Landlord and 
tenant are to have an opportunity of coming to an agreement as to 
an arbitrator. In the event of their failure to agree, the Board of 
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Agriculture, a state department, is to name the arbitrator, who is 
to make his award within twenty-eight days, and whose award is 
to be final and binding upon the parties to the arbitration. Arbitra- 
tors are given power to call witnesses, and any person who wilfully 
and corruptly gives false evidence, is to be deemed guilty of perjury, 
and may be prosecuted and punished accordingly. When questions 
of law arise, the arbitrator is to state a case for the opinion of the 
county court, and the judgment of the court is to be final, unless, in 
accordance with conditions established under the Act, either party 
carries the case to the court of appeal. The principle of the law 
remains as in the Act of 1883. The importance of the amending 
Act lies in addition to the list of improvements for which a tenant 
can make claim for compensation, and in the simplification and 
cheapening of the procedure when landlords and tenants have to 
call in outside parties to determine the reasonableness of the claims 
and counterclaims, and when landlords have to raise money on loan 
to meet the claims. The passage of the Act through Parliament 
was conspicuously marked by the traditional alertness of the House 
of Lords in safeguarding landed interests. The bill originated in 
the House of Commons. When it reached the House of Lords there 
were additions to the schedule of improvements which a tenant can- 
not make without the consent of the landlord; and there was also 
added to the enacting clause a provision that in estimating improve- 
ments to the soil made by a tenant, no account shall be taken of 
what is justly due to the inherent capabilities of the soil. The 
policy of the Act is to encourage the investment of capital by tenant 
farmers in the development of scientific farming, by guaranteeing 
and making easier of collection compensation for improvements of 
which the benefit and advantage have not fully accrued to the 
outgoing tenant. 

The amendment of the law in respect to persons carrying on 
business as money lenders establishes compulsory registration, and 
in certain circumstances gives the courts power to reopen transac- 
tions between money lenders and borrowers. The courts are to have 
this power when there is evidence that the interest charged in respect 
of the sum actually lent is excessive; or that the amounts charged 
for expenses, inquiries, fines, bonus, premium, renewal, or any other 
charges are excessive, or that in either case, the transaction is “harsh 
and unconscionable,” or is otherwise such that a court of equity 
would give relief. The courts in any of these circumstances are 
empowered to reopen the transaction and take an account “between 


7 
| 
i 3 
‘ 
| 
| 
| 
| 


a 


CO Vs ct OO 


1900] Notes. 319 


the money lender and the person sued, and may, notwithstanding 
any statement or settlement of accounts, or agreement purporting 
to close previous dealings, and create a new obligation, reopen any 
account already taken between them, and relieve the person sued 
from payment of any sum in excess of the sum adjudged by the 
court to be fairly due, in respect of such principal, interest and 
charges, as the court, having regard to the risks and all the cir- 
cumstances, may adjudge to be reasonable. A money lender within 
the meaning of the Act is a person “whose business is that of money 
lending or who advertises or announces himself, or holds himself 
out in any way as carrying on that business.” Pawnbrokers, 
societies registered under the Friendly Society Act, loan societies, 
building societies, bankers and insurance companies do not come 
within the scope of the Act, and are consequently exempted from the 
compulsory system of registration which the Act establishes for 
money lenders. Under this system every lender of money to whom 
the Act applies, is to register himself as such with the Commissioners 
of Inland Revenue, “under his own or usual trade name, and in no 
other name, and with the address or all the addresses, if more than 
one, at which he carries on his business of money lender.” A person 
so registered shall carry on the business of money lending in his 
registered name, and in no other name, and under no other descrip- 
tion, at his registered address or addresses and at no other addresses. 
Failure to register or failure to comply with the Act will render a 
money lender, on conviction under the Summary Jurisdiction Acts, 
liable to a fine not exceeding one hundred pounds; and in the case 
of a second or subsequent conviction, to imprisonment with or with- 
out hard labor, for a term not exceeding three months, or to a fine 
not exceeding one hundred pounds, or both. In the case of offences 
by incorporated bodies, second or subsequent convictions may be 
punished by a fine not exceeding five hundred pounds. Prosecu- 
tions under the Act are not to be instituted except with the consent 
of the Attorney or the Solicitor General. The Act is, the result of 
an inquiry by a Parliamentary Select Committee into the methods of 
business of advertising money lenders. Except for a protest in the 
House of Lords from the Earl of Wemyss, of the Liberty and 
Property Defence League, who deprecated such legislation on the 
ground that it was a return to thirteenth century conditions, when 
the usury laws were in the hands of the clergy, the measure encoun- 
tered no opposition. 

In municipal legislation, the session was made memorable by the 
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settlement of a controversy which had been going on in Parliament 
since the session of 1898, between the larger municipalities and a 
number of companies organized for the supply of electrical energy. 
In that year several companies which proposed to establish immense 
generating plants on the coalfields and to supply electricity for light- 
ing and power over large areas of territory, applied to Parliament 
for the necessary powers. The large municipalities in these areas 
which had established or were contemplating establishing munici- 
pal plants, objected to the invasion of their areas by the power 
companies. The municipalities immediately concerned, as well as 
the Municipal Corporations Association, opposed the bills; and 
when one of them, which affected Sheffield, came before the House 
of Commons for third reading, it was rejected. As the principle 
at issue was the same in all the other bills, they were withdrawn by 
their promoters. In the last session of Parliament, electric power 
bills of the same character were introduced, and the point at issue 
between the municipal corporations and the promoters of power 
companies was again contested before a select committee of the 
House of Commons. The municipalities renewed their objections 
to the invasion of their areas by the power companies. But ulti- 
mately the bills were sanctioned by the committee, subject to the 
insertion in each of them of clauses embodying principles enunciated 
by the committee. These were set out in the following declaration: 
“A local authority which undertakes and is prepared to give a full 
and ample supply of electrical energy for all purposes to consumers 
within its district, ought not to be required to give facilities for the 
supply within its district of electrical energy by the other under- 
takers. But if a local authority is unable or unwilling to provide on 
reasonable terms and within a reasonable time, a full and adequate 
supply of electrical energy for any purpose to any company or per- 
son applying for the same within its district, such company or 
person shall be at liberty after notice to the local authority, to obtain 
their supply from other authorized undertakers, and the local 
authorities should be required to give all necessary facilities for 
this purpose. Any difficulty arising out of the above questions 
should be subject to arbitration as provided by the general acts.” 
With these conditions embodied, acts were passed empowering the 
establishment by limited liability companies of generating plants on 
the coal fields of South Wales, Lancashire and Durham, and assign- 
ing to each company a large area over which its supplies of electricity 
can be distributed. In addition to these acts, applicable to large 
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areas of distribution, sanction was given by Parliament to a series 
of provisional orders, granted by the Board of Trade under the 
Electric Lighting Acts of 1882 and 1888, for the establishment of 
electric plants in small municipalities by companies. In each order, 
there is a clause fixing the maximum price to be charged for 
electricity; and a clause providing that at the expiration of fourteen 
years from the date of the order, and at the expiration of any 
subsequent period of seven years, it shall be open to the municipality 
to take the plant over from the company. Lands, buildings and 
plant and good will may then be taken over on terms to be deter- 
mined by agreement, or in the event of failure to agree, at a price 
fixed by arbitration, the basis of the arbitration being the value of 
the existing plant. In the course of the session, a joint committee 
of the two Houses of Parliament sat to investigate the subject of 
municipal trading. The committee was appointed at the instigation 
of the London Chamber of Commerce, and other opponents of 
municipal trading, who had been agitating for such an inquiry since 
1898. The proceedings of the committee, however, attracted com- 
paratively little attention, as at the time it met, public attention was 
occupied exclusively with the war in South Africa. It cannot be 
said to have carried the question beyond where it stood when the 
committee was appointed; and its chief importance lies in the fact 
that its minutes of evidence embody much first-hand official informa- 
tion as to the extent and conditions under which municipal owner- 
ship has been developed. From this point of view the evidence of 
Sir Courtney Boyle, of the Board of Trade, is peculiarly valuable. 
It went into detail as to the ownership of gas and water works, 
electric lighting plants, and street car systems, by the municipalities 
of England and Wales, and embodied a survey of the policy of 
both Parliament and the Board of Trade for many years past, in 
respect to these municipal enterprises. 

Only two noteworthy changes were made by statute in the 
elementary education system. By one of these amendments, 
school boards or school attendance committees in non-school board 
areas are empowered by their by-laws to fix the age up to which 
children in their areas shall continue at school at fourteen instead 
of thirteen, the limit of compulsory attendance fixed by the Elemen- 
tary Education Act of 1880. By the second amendment, the penalty 
for breach of by-laws requiring the attendance of children at school, 
was increased from five shillings to twenty shillings. It was fixed 
at five shillings by the Elementary Education Act of 1876, the first 
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Act by which attendance at school was made compulsory. By a 
short act amending the mining code, the age at which a boy can 
be employed underground was advanced from twelve years to 
thirteen. 

To the poor laws there was only one amendment. It is appli- 
cable solely to the removal of paupers from England to Ireland. 
Under its provisions, a person who has lived continuously for five 
years in England is not to be thereafter removable to Ireland under 
the acts relating to the poor. Furthermore by this Act, where 
paupers are legally removable from England to Ireland, it is to be 
in the power of the Board of Guardians in Ireland to whose union 
a pauper is chargeable, to make and give effect to an agreement that 
he shall be maintained by the Board of Guardians in England from 
whose union he is legally removable. 

An amendment was made to the Companies Acts of 1862 and 
1898, having for its object the checking of fraud in the promotion 
of limited liability companies. It makes much more stringent and 
onerous the conditions under which directors of new companies are 
appointed; compels the disclosure of contracts connected with the 
promotion of a company, in the prospectus inviting applications for 
shares; and makes more stringent the conditions under which the 
board of directors of a new company can proceed to the allotment 
of shares, and under which a new company can commence business 
or exercise any borrowing powers. 

On Sunday, the 31st of March, 1901, the British census is to be 
taken. The conditions under which the enumeration will be made in 
England and Scotland are embodied in an act of thirteen clauses. 
For Ireland there is a separate act. The superintendence of the 
census in England is to be in the hands of the Local Government 
Board, the state department which has the oversight of the poor 
law; and the overseers of the poor and relieving officers of poor 
law unions are to act as enumerators. Occupiers of dwelling 
houses are to fill up schedules “with the following particulars and 
no others, namely, particulars showing (a) the name, sex, age, 
profession, or occupation, condition as to marriage, relation to head 
of family, birthplace, and (where the person was born abroad) 
nationality of every living person who abode in every house on the 
night of the census day; and (b) whether any person who so 
abode was blind or deaf, or dumb or imbecile or lunatic; and (c) 
where the occupier is in occupation of less than five rooms the 
number of rooms occupied by him; and (d) in case of Wales or 
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the County of Monmouth, whether any person who so abode being 
of three years of age or upwards, speaks English only or Welsh 
only, or both English and Welsh.” In the week preceding the 
census, enumerators are to leave schedules at every dwelling house 
to be filled up by the occupier. On the following day, the census 
schedules are to be collected by enumerators, who are charged with 
the duty of completing such schedules as appear to them to be 
defective, and correcting such as they find to be erroneous. When 
so completed and corrected, enumerators are to copy the schedules, 
and each enumerator is to furnish a return according to the best 
information he is able to obtain of all the persons present within 
his district on the night of the census day, but not included in the 
schedules collected by him. Occupiers of houses who wilfully 
refuse or neglect to fill up schedules or make false returns, are made 
liable on conviction to a fine not exceeding five pounds; and any 
person employed in taking the census who, without lawful authority, 
communicates any information acquired in the course of his employ- 
ment, is to be deemed guilty of a breach of official trust, within the 
meaning of Official Secrets Act of 1889. The Registrar General is 
empowered at the request and at the cost of any municipal council, 
to cause abstracts to be prepared containing statistical information 
with respect to a county, a borough, or a district, which can be 
derived from the census returns, but is not supplied by the census 
reports, which in his opinion the council may reasonably desire. 
A preliminary abstract of the census is to be prepared by the Regis- 
trar General, and printed and laid before Parliament within five 
months next after the census day, if Parliament be then sitting, or 
if Parliament be not then sitting, within the first fourteen days of 
the session next ensuing. The detailed abstract is to be laid before 
Parliament at “as early a date as may be found practicable.” In 
Scotland the census is to be under the superintendence of the Sec- 
retary of State for Scotland; and sheriffs, sheriffs’ clerks, chief 
magistrates, town clerks, and inspectors of the poor are to undertake 
the duties in connection with the census, which in England are in 
the hands of overseers of the poor and relieving officers of poor 
law unions. In Ireland, the Lord Lieutenant and the Chief and 
Under Secretaries to the Lord Lieutenant are entrusted with the 
superintendence of the census, which is to be taken by officers and 
men of the Dublin police force and the Royal Irish Constabulary. 
In Ireland, the census details are to include the religious professions 
of the enumerated inhabitants. When the English and Scotch bill 
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was before the House of Commons, there was a motion at committee 
stage for the taking of a religious census. It was proposed by 
Lord Hugh Cecil, a persistent advocate of Church of England inter- 
ests in the House. It was opposed by non-conformist members, 
and in particular by the members from Wales, on the ground that 
such a census, unless it were based on communicant members of 
the different religious bodies, would be misleading, and that it was 
not worth while to create bitterness and acrimony for the sake of 
a return based on any less reliable test. The motion to add this to 
the list of questions embodied in the census form, which received 
no support from the Government, was rejected without a division. 

The cost of the war in South Africa is being defrayed partly by 
increased taxation and partly by loans. According to a statement 
laid before the House of Commons by Sir Michael Hicks Beach, 
the Chancellor of the Exchequer, on the 5th of August, the war was 
then estimated to cost £69,323,000. Of this sum, £25,460,000 is to 
come out of current revenue, and £43,863,000 had been or was at 
that time about to be raised by loans. New or increased taxation 
to meet the increased expenditure was authorized by Parliament in 
March, in the Finance Act for 1900-01. The only new tax was 
a stamp duty of one shilling on contract notes covering transactions 
on the produce exchanges. An addition of one shilling a barrel was 
made to the duty on beer, an addition of sixpence per gallon to 
the duty on spirits; an addition of fourpence per pound to the duty 
on tobacco; an addition of sixpence per pound to the duty on foreign 
cigars; and an addition of twopence per pound to the duty on tea. 
The income tax, which since Sir William Harcourt’s budget of 1894, 
has been payable on incomes over £160, and has stood at eightpence 
in the pound, was advanced 'to one shilling. As a means of reducing 
expenditure for the current year, Parliament also authorized the 
suspension of the payment of the national debt, a suspension which 
will reduce the expenditure by £4,640,000. 

EDWARD PORRITT. 
Farmington, Conn. 


The Classification of Monopolies and Combinations. 
Professor Richard T. Ely, in his recent work on ‘Monopolies 
and Trusts,” devotes one chapter to “the classification and causes 
of monopolies.” He finds that “what we need here, as elsewhere 
in the scientific and popular discussions of economic problems, 
is analysis, for the tendency in discussion of both kinds is to gen- 
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eralize too hastily.” He further observes that the ‘classification 
of monopolies is not only based upon their causes, but reveals their 
causes.” Of the seven classifications which the author offers for 
consideration, the second in order, based upon the source of 
monopoly power, is the most significant :— 


A—SOCIAL MONOPOLIES. 


I.—GENERAL WELFARE MONOPOLIES. 
1. Patents. 
2. Copy-rights. 
3. Public Consumption Monopolies. 
4. Trade Marks. 
5. Fiscal Monopolies. 


PRIvILEGE MoNopo_ies. 


1. Those based on public favoritism. 
2. Those based on private favoritism. 


B—NATURAL MONOPOLIES. 


I.—THOSE ARISING FROM A LIMITED SUPPLY OF RAW MATERIAL. 

II.—THOSE ARISING FROM PROPERTIES INHERENT IN THE 
BUSINESS, 

II].—THOSE ARISING FROM SECRECY. 


Ely makes the following clear distinction between the social 
and the natural monopolies: “A social monopoly is a monopoly 
which arises out of social arrangements, and is an expression of the 
will of society as a whole, through government, or of a section of 
society strong enough to impose its will on society. A natural 
monopoly, on the other hand, is a monopoly which rests back on 
natural arrangements as distinguished from social arrangements.” 
Ely then compares his own important contribution to the work of 
classification with that of Senior, Lexis, Patten and Johnson, Jenks 
and Bullock. It may prove of value to continue the comparison 
still further and include the original and striking classification of 
combinations as given by Robert Liefmann in his work entitled 
“Die Unternehmerverbande.*. It should be remarked at this point 
that Ely has, to use his own words, “expressed the conviction that 
combination itself cannot produce monopoly.” Whether one agrees 
with the above conviction or not, there can hardly be doubt that 
a comparison of these two classifications, each the most searching 


' Die Unternehmerverbinde: Freiburg i. B.; J. C. B. Mohr, 1897. 
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from its own especial standpoint yet contributed by economic analy- 
sis, will prove both helpful and interesting. 

Liefmann writes with German industrial conditions primarily in 
view, and consequently he sharply distinguishes the combination 
(Verbinde), from the association (Verein) on the one hand, and 
from the company (Gesellschaft) on the other. 

In his analysis of the combination, he first calls attention to the 
fact that with the introduction of a medium of exchange, ail! 
tradesmen naturally fall into two classes, viz., (1) sellers, and (2) 
buyers. Buyers as well as sellers form combinations and indeed 
the same group is at one moment in the one class and at the next 
in the other. Each individual and each economic group is con- 
stantly aiming to obtain the maximum profits. Under these cir- 
cumstances Liefmann inquires, how does this constant effort to win 
the maximum profits operate when considered in relation to the 
three forms of exchange which Menger has enumerated in his 
“Grundsitze der Volkswirtschaftslehre.’ These forms are: (1) 
the sale of an indivisible quantity of a monopolized commodity; 
(2) the sale of a divisible quantity of a monopolized commodity; 
and (3) the sale of a divisible quantity of a commodity under com- 
petitive conditions. In the first case, the seller goes alone to the 
market and disposes of his goods to the highest bidder. Here the 
maximum price and the maximum profits are identical. As a term 
to designate this form of economic effort Liefmann suggests “price 
regulation” (Preispolitik). In the second case, the possessor not 
of an indivisible, but of divisible quantities of monopolized com- 
modities, will naturally seek for the highest possible profits. He 
would fail in his purpose were he to put the whole amount of his 
supply on the market at once. Hence he places on the market at 
first only a small portion of the whole, then another small part, 
and so continues to adjust his offer to the demand as to obtain in 
the end the maximum profits. That is, he must adopt a rational 
policy of supplying the market. This policy Liefmann names 2 
“regulation of the supply” (Angebotspolitik). Where one’s goods 
are in the form of money, this would be termed a “regulation of 
the demand” (Nachfragepolitik). The third case is the more usual 
one. The competitors in the market prevent the seller of market- 
able goods from obtaining the highest possible profits. Hence 
arises the attempt to suppress competition and secure a monopoly. 
According to Liefmann’s analysis there are two and only two methods 
of obtaining a monopoly: (1) state help, such as the protective 
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tariff, patents, etc. But, since a monopoly granted by the state 
is limited or may be limited either in extent of territory or dura- 
tion of time, naturally sooner or later the competitors turn to 
(2) mutual help, or combinations (Verbande). Instead of destroy- 
ing their competitors, the members of a combination associate with 
them. To secure a monopoly without removing the competitors 
from the field, is the essential characteristic of a combination. 

The combination may serve any of the objects which the indi- 
vidual in a state of free competition is constantly striving for, viz., 
(1) the attainment of the highest possible price; (2) the possi- 
bility of a rational supply policy; (3) the creation of a monopoly 
for each contracting member, or it may be for each group of such. 
The work which a combination seeks to accomplish determines its 
form, therefore to correspond with the three lines of effort into 
which the work of economic groups has been classified above, there 
are three fundamental forms of the combination, viz:— 

i. The combination for the purpose of a common price policy; 

2. The combination for the purpose of a common supply policy 
(considered from the standpoint of the buyer, a demand policy) ; 

3. The combination for the purpose of a common monopoly 
policy. 

Since each of these three forms can be established by buyers as 
well as sellers, we have two classes for each form :— 

A. Buyers’ ComBINATIONS. The combination of buyers serves 
only for the purpose of a common price and common demand 
policy. Combinations for the purpose of a common monopoly 
policy are rarely formed, since buyers seldom realize the existence 
of competition among themselves and therefore do not attempt to 
remove it. As buyers they are opposed to two classes, (1) the 
producer of the raw and partially worked material, and (2) the 
laborer. Against these they form combinations for both price and 
demand regulation. 

B. SELLERS’ ComBINATIONS. The combinations of the under- 
takers as sellers, Liefmann designates as “Die Kartelle.”Combina- 
tions of this sort are formed to correspond with all three of the 
ground forms. But this purpose can be accomplished in either of 
two ways: (1) There may be a combination of individual members 
whose economic freedom is limited by the agreement in respect to 
a single point only, naturally for all in the same way, as for example, 
in the establishment of a price; (2) there may be a combination 
of the contracting parties in their collective capacity, through which 
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the agreement is effected and which then fixes the relation of the 
individual to the combination, as, for example, to establish the 
total output and then apportion to the individual his share.  Lief- 
mann calls a combination of the first sort a limiting combination 
(beschrankende Kartelle) because it limits the individual in his 
economic activity in a determinate point; the combinations of the 
second sort, sharing combinations (verteilende Kartelle), because 
they are formed by the whole body and the total production, the 
total demand or the total profits are shared by the members. The 
first is called a combination of the lower order, the last of the higher 
order, because the last requires the stronger organization. Both 
groups have three sub-classes according as they are formed for the 
purpose of controlling prices, regulating the supply or the creation 
of a monopoly. Hence the classification :— 


I.—Combinations of the Undertakers as buyers: 
(1) against the laborer for the purpose of controlling the 
demand for labor and the rate of wages; 
(2) against the producers of raw material for the purpose 
of controlling the demand and prices. 


11.—Combinations of the Undertakers as sellers: 

A [lower order] Limiting syndicates 
(1) for the purpose of controlling the supply; 
(2) for the purpose of dividing the field; 
(3) for the purpose of fixing prices. 

B. [higher order] Sharing syndicates 
(1) for the purpose of pro-rating the production ; 
(2) for the purpose of distributing the orders; 
(3) for the purpose of distributing the profits. 


A comparison of these two classifications makes it evident that 
Professor Ely has been largely influenced by American conditions, 
Liefmann by German. In Germany, agreements for fixing prices, 
controlling the market, or dividing the profits have been held to 
be legitimate contracts enforceable at law. In the United States, 
on the contrary, such contracts have not only been declared illegal at 
the common law but, in addition, have been the subject of stringent 
anti-trusts legislation in nearly one-half of the states of the Union. 
Consequently, while our anti-trust legislation has proved no bar 
to monopoly, it has changed the form of the monopoly. Our monop- 
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olies have taken the form of huge corporations, owning either the 
properties directly, or a majority of the stock of the constituent 
companies. The monopolistic corporation is both a buyer and a 
seller, and it will be noted, that it may thus combine in itself all the 
specific forms of combinations distinguished by Liefmann. At the 
same time it may have patent rights, enjoy the benefit of the 
protective tariff, control valuable trade marks, and receive railway 
discriminations, or other special privileges. In such a case it is 
bolstered up in its monopoly at all possible points. Competition 
thus is at the most only a remote possibility and Ely is analyzing 
this problem to find the “source of monopoly-power.” He finds 
this basis in the social and natural environment under which our 
industrial corporations are conducted. Liefmann, on the other hand, 
is met at every point by trusts which apparently depend for their 
monopoly upon combinations with their competitors and, naturally, 
he endeavors in his analysis to discover the economic motive that 
induces the individual producer to enter into a combination with his 
competitors. This lure Liefmann’s analysis shows to be the possi- 
bility of monopolistic profits. 

A further consideration of the two classifications discloses the 
fact that the bases upon which the monopoly depends for its success 
are according to Ely’s analysis, in most cases, artificial in their 
nature and usually of limited duration. Ely hoids this to be true 
of the social monopolies, and it must be admitted the same is true 
to a certain extent of the natural monopolies. The secret may out; 
the nature of the business may change so far as its inherent proper- 
ties are concerned, unless we assume, an hypothesis which is 
undoubtedly contrary to fact in the manufacturing as well as 
in the extractive industries, that it is a practical impossibility to 
arrive at the point of diminishing returns. There is always at 
least the possibility of discovering new sources of raw materials, 
and further, a consideration of great importance in modern indus- 
try, of devising effective substitutes. On the other hand, monopoly 
profits are a permanent possibility; consequently the motive that 
lures consolidation is a permanent one. The tariff may be abolished 
by a change of public sentiment; monopoly profits will forever 
continue to lure the small as well as the great captains of industry 
to forget their differences and join hands to secure the larger returns 
made possible by consolidation. Hence, while the possibility of 
monopoly profits constitutes a lure of sufficient power to ensure 
rapid industrial progress, a permanent industrial monopoly based 
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simply on combination is rendered impossible unless prices are main- 
tained below the competitive level. If the monopoly based upon 
combination attempts to realize its goal, viz., monopoly profits, new 
competition is stimulated in order that others may share in these 
exceptional earnings. Perfect freedom of association in all its forms 
must at the same time constitute the surest guarantee of the indus- 
trial progress, and the surest barrier to industrial monopoly. 

And finally it is evident that our national as well as our individual 
ideas as to the character of industrial legislation necessary at the 
present time must depend largely upon whether we emphasize in 
our theoretical analysis the source of monopoly power, or the motive 
that leads to the consolidation of competing interests. If we accept 
Ely’s analysis as complete in itself, we must necessarily conclude 
that monopoly, wherever it exists, rests upon certain legal, social, 
or natural privileges, all of which may be destroyed by appropriate 
legislation. Patents, copyrights, etc., may be abolished; natural 
monopolies may be acquired by the state and leased for short terms 
or operated directly by the government. Consequently one who 
believes that all monopoly rests upon either a social or a natural 
basis, especially if he believes, as many do, that monopoly in private 
hands is indefensible either politically or economically, will inevit- 
ably be led to adopt a policy of anti-trust legislation toward the 
social monopohes on the one hand, and of state socialism toward 
the natural monopolies on the other. If instead of assuming that 
Ely’s classification is adequate to account for all species of monop- 
olistic trusts, we admit with Liefmann that the prospect of monopoly 
profits is a sufficient lure to overcome the obstacles to consolidation, — 
the centrifugal forces in industry,—in many cases and at least during 
periods of some length, such a change in our theoretical views 
must affect the whole character of our trust legislation. We shall 
under these conditions look upon the trust as a normal development 
of the modern industrial system, to be regulated rather than to be 
destroyed or absorbed by the state. While we shall demand that 
special favors, whether granted by the government, or by other 
organizations, be discontinued so far as compatible with industrial 
progress, we shall be much more inclined to rely on competition 
rather than restrictive legislation to protect ourselves from the evils 


of monopoly. 
MAURICE H. ROBINSON. 


Yale University. 
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Competition of Waterways and Railways in the Nether- 
lands.' Under the direction of the Chamber of Commerce of 
Ruhrort there has been published a treatise, entitled, ““The Lower 
Rhine as an avenue of commerce for the import and export trade 
of Rhineland and Westphalia, in competition with the Prussian and 
Netherland railways; with especial reference to the trade of the 
Rhine ports, Ruhrort, Duisburg and Hochfield.” The author regards 
the present as an important turning-point in the history of Lower 
Rhine shipping. 

On Aug. 10, 1899, the Dortmund-Ems canal was opened to traffic. 
Its object is to render the export and import trade of Rhineland 
and Westphalia independent of outside countries, i. e., to divert it 
as much as possible from the Lower Rhine. For this purpose the 
harbor at Emden has been developed to meet the needs of a larger 
commerce, as a terminal of new lines. It is merely a question of 
time when connection with the Rhine will be established. A ques- 
tion arises concerning the future of the ports of the Lower Rhine 
and Ruhr. The writer thinks they have little to fear at present; 
“trade that is brought into being by such new communications 1s 
much larger than that which is diverted from existing ways of 
traffic, and the commerce of the Lower Rhine is still susceptible of 
great extension.” The most important aspect of the question is 
that dealing with the railroads; they should assure the interior 
country better and cheaper transport to the waterways. 

The author traces the development of import and export trade 
of the Lower Rhine; he first discusses the competition of railway 
and waterway during the period of private ownership of railroads, 
During this first period the transportation of the three great com- 
panies rose from 882,200 tons in 1850 to 2,271,500 tons in 1870 
(about 2,500 per cent.), while transportation on the Rhine aug- 
mented only from 630,486 tons in 1850 to 2,104,218 tons in 1870 
(about 350 per cent.). From 1865 to 1879 the trade of the three 
railroad companies rose from 14,278,000 tons to 40,725,300 tons 
(183 per cent.), while the trade of three large shipping companies 
on the Rhine increased from 209,000 tons to 282,700 tons (35 per 
cent. ) 

But the development of the railway companies was not without 
its good effects upon the river shipping; the latter was spurred on 
to a greater activity, better material was used and the stream was 
put into better shape. Wooden ships with small capacity were 


* De Economist, June, 1900; 49ste jaargang. 
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superseded by large iron barges; in the period 1850-1860 the 
capacity of the wooden boats was on the average about 292 tons 
and that of iron boats about 893 tons. In 1898 the largest iron 
barges had a capacity of over 5,198 tons (average 1,645 tons). 

In the seventies transportation per ship on the Rhine developed 
much faster than rail transportation. The total freight traffic of 
the German railroads in Rhineland and Westphalia was, in 1885, 
49,023,770 tons, and in 1898 96,472,951 tons (an advance of 96 
or 97 per cent.). The total trade on the Rhine rose in the same 
years from 4,944,878 tons to 13,196,707 tons (176 per cent.) 

The writer shows that competition of railway and waterway exists 
in the very nature of the case, and how this militates for the com- 
mon weal so long as both use like weapons. Application of a 
system of unequal rates by the railroads tends to destroy this healthy 
state of affairs. 

This competition is followed up under the new German system 
of state railways and under the action of so-called seaport-tariffs, 
instituted in favor of the North Sea ports. The rivalry of Bremen 
and Rotterdam is mentioned especially as a great factor in the 
reduction of freight rates in the early eighties. To divert German 
products to German ports, a reduction of 20-40 per cent. was 
sometimes made. 

The author concludes that the railroads have injured the water- 
ways, not so much by low rates as by high junction tariffs. It is 
well known that proportionally higher freight rates must be paid 
over small distances than over larger, especially when the railroad 
transports goods for the Ruhr ports. The writer thinks the country 
back of the Lower Rhine ports could be developed so that no 
difficulty would exist in the way of low tariffs; but he looks for 
little aid from the state railways of Germany in this project. The 
Rhine trade must depend upon its own resources; the stream should 
be deepened to about 13 feet below Keulen, the tributary streams 
should be improved in order to get at goods without the aid of the 
railways. If the traffic of the river could be combined under one 
management by a kind of “kartel,” the writer thinks that enough 
could be saved to render considerably lower river freight rates profit- 
able. A. G. KELLER. 


Yale University. 
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The Dutch Merchant Marine (De Economist, June, 1900). 
The Dutch have become uneasy over the fact that their flag is 
coming to play a rather unimportant part in trade with the East 
Indies (see De Economist for Jan. 1900). National shipping devel- 
opes energetically enough in the Archipelago itself, but does not 
keep pace with the advance of other nations in the external trade 
(see Jndische Mercuur, jaargang 1900, blz. 218). 

The question is raised as to how this state of affairs can be 
best met and bettered. The general answer is to “bring into the 
business more general traders and to cover the routes along which 
Indian products are being carried under foreign flags.” The two 
existing companies, De Rotterdamsche Lloyd and Nederland should 
be further developed; they should make connections with Bombay 
and other ports of British India, and stations should be located in 
Zanzibar and elsewhere along the shores of the Indian Ocean. 
Much trade might thus be diverted to the steamers of the Nether- 
lands. The present share of the Netherlands in the trade through 
the Suez Canal is about 2 per cent. 

Even more important would be a direct freight line from the 
Indies to North America, return being made either directly or via 
Europe. The trade to the United States is “gigantic.” The fol- 
lowing table of exports from Java to America is given, the year 
selected being a typical one: 


Tons Tons Bundles 

1899 Tons sugar. coffee. damar. of hides. 
January (Total for 12 232 46 35 
February months, 214 30 8g 
March 594,079) 214 66 68 
April 88 80 
May 152 53 332 
June 4o 2£6 
July 199 98 225 
August Ane 43 467 
September 15 
October Pe 47 331 
November 33 73 54 
December 30 514 


Several smaller items must be added: 110 bundles cinnamon, 27 
tons tobacco, 14 tons tin and 3 tons capoc (short cotton). 
Exports from Padang to North America are carried for the most 
part on Norwegian sailing vessels. Dutch ships of 2,220 tons net 
should run at least monthly. The so-called Paketvaart in the 
interior trade of the Indies has been of great importance in the 
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development of Dutch shipping, in the profitable location of Dutch 
capital and in the employment of young machinists, etc. 

These three companies, the Lloyd-Nederland, the Paketvaart and 
the projected American line should work in harmony for the develop- 
ment of Dutch shipping. If the regular Suez-boats do lose a 
small part of their carrying trade because of the new line, they can 
make it up by carrying the tapioca meal now carried by foreign 
ships. There is room also for the Netherlanders in the trade in 
Java rice; figures for this article are given: 


Nov. 1899 Dec. 1899 Jan. 1900 
tons. tons. tons. 
In Dutch ships 588 790 613 
In German ships g8o 852 850 
In English ships 276 1169 Ill 


*In sacks= % pikol=67 lbs. 
A. G. KELLER. 


Yale University. 


Wages in Copenhagen. The Nationaldkonomisk Tidsskrift 
(3die Hefte, 1900) reviews “Arbejdslonnen i K6benhavn med 
Nabokommuner i Aaret 1898” (K6benhavn, 1900, Lehman and 
Stage) by Cordt Trap. The method of investigation has been 
modelled on those of 1882 and 1892, but has been much more com- 
plete. In 1892 questions were addressed chiefly to foremen and 
large employers; in 1808 chiefly to organizations, both of laborers 
and employers. Use has been made of special minor investigations 
conducted by the organizations themselves. Answers have had to 
do with wages, work-time, Sunday labor, annual income, etc. 

For journeymen the average daily wage is $1.02, the average 
piece-wage (weekly) $7.40. The latter form of payment is more 
common (55 vs. 45 per cent.). For common workmen and for 
women, corresponding figures are: workmen, $0.82; $5.85; women, 
$0.44; $3.13. Apprentices receive an average daily wage of $o.24. 
Rise in wages since 1892 is for journeymen 15-19 per cent., for 
common workmen 18 per cent., for women 15 per cent.; the rise 
has not been a steady one. As to over-hours and Sunday labor, the 
general tendency is toward restriction. 

Several figures are given, showing the number of idle days per 
man; days lost because of military service are not counted : members 
of unions of smiths and machine-laborers, 10 days of idleness 
(1898); book-printers, 20 (1897); house-carpenters, 55 (Nov. 
1897-Oct., 1898). 
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Tables for annual wage eliminate the confusion of the day and 
job wage, and show the following figures: Journeymen, $318.60; 
common laborers, $247.05; women, $135. A twelve-hour working- 
day with ten hours effective labor is the commonest arrangement. 
Several trades show the following figures on wages: 


Daily Annual Wage. 
Wage. 
Carpenters ............ « 1.08 370.44 
Typographers (all together) 344.52 
Primters 318.06 
327.24 
Leaf-printers ....--- 387.45 
408.51 
Shoemakers—factory - - .89 270.00 
hand....:.. 189-216 
98 
Furniture-makers 1.08 


In some of these: cases, irregularity of employment considerably 
affects the average wage. 

On the whole the picture is one of a strong economic advance for 
almost all classes of the laboring population,—a witness to growing 
strength and soundness in the life of labor. The investigation 
proves the non-existence of a lower class of labor which is forced 
down by organized labor so as not to share in the economic advance. 
Taking $324 as the average annual wage of a laborer with a trade, 
it is seen that of 7,500 journeymen, 243 (314 per cent.), in seven 
different trades, receive under $162, while 190 (2) per cent.), in 
19 different occupations, receive over $486. Thus about 6 per cent. 
of the skilled laborers have incomes diverging more than 50 per 
cent. from the normal. 

The writer wishes a series of monographs to be written, which 
shall deal with individual laborers and shall go more into detail. 


A. G. KELLER. 
Yale University. 


Swedish Nobility. “Sveriges Adel” (Forste Delen: Atternas 
Demographi. Lund, 1898), by P. E. Fahlbeck, is reviewed in the 
Nationaldkonomisk Tidsskrift, 3 die Hefte, 1900. This is a study 
in the life and decline of the noble classes and may be regarded as 
history or sociology. The first volume, now appearing, contains a 
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number of facts witnessing to the decline of the several noble 
families. 
This decline is thought to be due to natural causes, not to the 
artificial one of war. Mortality and average life-period of the noble 
SG families are discussed. The author regards their disappearance as 
: due to celibacy and to declining power of propagation. Families 
that died out in the fourth generation show in the first four children 
per marriage, in the third, 2.6, and in the fourth not over 3ths. 
\ j Celibacy shows a corresponding increase; in a series of four 
degrees the second and third have one celibate for three grown 
men, the fourth two. The number of childless marriages increases 
from degree to degree; 11, 17, 21 and 62 per cent. Since a family 
is genealogically dead when there are no male children, the propor- 
, tion of the sexes also enters here; in a series of four generations, 
the second showed five boys and four girls, while in the fourth this 
proportion was reversed. 

Prof. Westergaard, who reviews the work, asserts that Fahlbeck 
has not considered sufficiently the multiplicity of causes nor the 
presence of deeper-lying causes. He claims that much of the decline, 
apparently due to pathological conditions, is explicable under the 
laws of probability. The causes of the deaths of individual members 
of the various families should be thoroughly investigated. This, he 
' hopes, will be done in the next volumes. 
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A. G. KELLER. 
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Government or Human Evolution. Justice. By Edmond Kelly, 
M.A., F.G.S. N. Y., Longmans, Green & Co.—1g00, 8vo, xi, 
300 

The rather unusual title of this book is on the whole apt and 
affords a key to its contents. The author was led to attribute the 
difficulty of securing good government in New York city to dis- 
agreement over fundamental principles, particularly as to the nature 
of justice. These he proceeded to investigate in the light of evolu- 
tion with the result that he finds restraint or government to be the 
most characteristic fact of human evolution and justice the essential 
end of government. 

The work thus falls into two rather distinct divisions, one his- 
; torical and scientific dealing with the origin and evolution of 
, government, the other philosophical being an analysis of the idea of 
justice. 

;' The first book, upon Nature, is an admirable discussion of natural 

law and natural rights, with the conclusion that “there is such a 

thing as a law of nature; there is no such thing as a natural right; 

these last two words taken together are as inconsistent as the words 

‘round square.’” The author distinguishes nature from art, as 

follows: “the word nature cannot consistently be admitted to 

include the conscious effort of man to subdue nature whether A 

intellectual or moral.” I 


we we te 


The author next discusses the doctrine of evolution as the “one 
law of nature which underlies and envelops our political systems.” i 
This is preliminary to the consideration of the true relation of ; 
nature to government. Progress is secured through evolution of he 
more and more complex forms out of variation, struggle, adaptation, ‘ 
selection and the survival of selected individuals. The process is 4 
frightfully cruel and involves degeneration rather than progress 
wherever the environment is unfavorable. ') 

Is humanity subject to this law throughout? The answer is, no. 

Man freed himself by his capacity for conscious effort. 

Man became an animal that sometimes acted in opposition 
to his physical needs, and the struggle was softened until, ulti- 
mately, the very principle of struggle was attacked. Life was 
moralized. History becomes intelligence swayed by religion. Cli- LG 
matic selection is changed in import as man by effort created his tit 
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own climate. Similarly the selective effect of competition with 
other animals became different as man triumphed over his animal 
rivals and even made them his slaves. Between man and man the 
struggle is not now for life, but for wealth, and the weaker are no 
longer eliminated, ‘ust as the weaker nations are in a measure 
respected. 

Among human beings sexual selection resulted in monogamy 
involving self-restraint and “moral qualities which are engaged in 
creating a moral environment—the result no longer of a natural 
process, but of one that is human and, as the religious idealist 
would add, divine.” In short, man has by the institution of a 
monogamous marriage reversed the order of nature. If such has 
been the power of effort with the imperious sexual passion, what 
further results may we not hope for? 

The author next considers the operation of evolution upon the 
human environment. Two environments are distinguished; a 
primary “created by every community for itself” and a secondary 
composed of the relations to other communities. Within the former 
there is “practically nothing left of that survival of the fit so 
characteristic of natural selection, because there is little or no 
destruction of the unfit.” 

The force that replaces the survival of the fittest in our civiliza- 
tion is wealth. “The influence of wealth on type is paramount. 
The selective agent in our modern civilization favors not the 
strongest, nor the most intelligent, nor the most moral, but the type 
which has the faculty for making and keeping wealth.” This is the 
new environment under which human nature is developing at a slow, 
yet relatively rapid rate. 

The relation of government to this environment is next discussed. 

Those communities have survived “which have combined self- 
restraint in marriage and self-sacrifice in politics.” Both involve 
conscious effort in contrast with the methods of unconscious nature. 

The measure of success attained by ancient governments was due 
to intelligent state intervention. In this idea of organized effort is 
found the essence of government. 

The second part of the work, on “Government,” is only a develop- 
ment of this thought. ‘Human government is purposive, not merely 
instinctive. It is the result of intellectual effort, not that of mere 
habit; and it is intellectual effort engaged in making its own 
environment, and no longer the unconscious result of the environ- 
ment furnished by nature.” Laissez faire is regarded as a failure 
of effort and a relapse into a condition of nature. 
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The author sees that the organic theory of society is fatal to his 
| position, and accordingly devotes a chapter to its overthrow. 
: Society is not essentially a growth, but a product of human art. 
It is therefore chiefly the result of a process of construction. 

This brings us to “Justice,” which is defined as equality. ‘The 
act of justice itself is the struggle, the effort to make the 
inequality of nature bear as little hardly as possible upon her vic- 
tims.” Yet the inequalities to be remedied are not after all 
natural inequalities since they are not due to heredity, for not 
only are men “born unequal, but they must continue to be 
born unequal or no improvement can take place. In other words, 
it is vital to the interest of the race that the environment be 
such as to tend to the birth of better types; and so long as better 
types are produced, these better types, being superior to the rest, 
must make natural equality between men impossible.” The remedi- 
able inequalities are due to the “non-natural causes of inequality, 
the greatest of which is wealth.” Justice is then “the struggle or 
effort to diminish in human relations the cruelty and inequality 
which characterize, social relations in nature. Inequalities of wealth, 
inequalities of education, inequalities of marriage and the industrial 
inequalities which result from these three.” 

The book is in short an historical and philosophical plea for 
collectivism or a large amount of state interference. The funda- 
mental fault of the work is that the idea of justice is not induc- 
tively derived from the facts presented. It is the ghost of a 
buried natural right. It is true that government is more or 
less conscious and involves effort, but this is not at all to say that 
this effort has been or is directed toward securing equality. That 
it should be directed toward such an end is quite another matter— 
an assumption important enough to require proof. It is further 
forgotten that most of the efforts to ameliorate unfortunate condi- 
tions and to secure a maximum amount of opportunity to each indi- 
vidual originate in personal initiative and cannot be appropriated as 
a function of government. Again, the idea of justice offered is 
self-destructive. The personal individuality—the measure of varia- 
tion—expressed in hereditary endowment and approved by Mr. 
Kelly is itself the ultimate expression of ancestral conditions, which 
are largely of a material nature; just those inequalities which he 
condemns and proposes to level. When the chief causes of varia- ee 
tion are removed will variations persist? The comparative uni- | 
formity of the savage mental and physical type is the answer. 
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The book is rightly a glorification of effort, but if history teaches 
anything, it is that equality is destructive of all effort, unless it be 
the effort of a collectivist state to maintain its tyranny. Admitting 
certain distinctions between natural evolution and human evolution 
(or between the lower and higher ranges of evolution), we are 
unable to admit that the fundamental laws of the former are inverted 
in the latter. For untold ages creatures have struggled to be 
unequal, i. e., better than their fellows, nature aiding the attempt, 
and now at the end of it all comes the ideal gospel of forced equality! 
Wealth is not non-natural, but merely one of the modern forms 
through which fitness expresses itself. It develops and expresses 
personality. Then there are other forms of expression, more varied 
than ever before, which are entirely neglected by the author. 

In detail a great many statements are open to criticism, particu- 
larly those expressing the manifest bias against individualism. 

Mr. Kelly’s work is, in spite of all to the contrary, an able one. 
In his style there are many charming suggestions of the Platonic 
dialogue—perhaps too many for the clearness of his thought—and 


he is always interesting. 
D. CQLLIN WELLS. 
Dartmouth College. 


La Protection Ouvriére au Japon. Projet de Loi et Enquéte Per- 
sonnelle. Par Saito Kashiro. Paris, 1g00—pp. 188. 


This book is an analysis of proposed Japanese labor-legislation by 
one who has himself studied the subject closely as a member of labor 
commissions and the like. The general plan of the treatise is that 
of a commentary upon the several articles of the proposed law; in 
discussing their applicability and timeliness a general sketch of 
Japanese labor and factory conditions is given. The whole is 
written in simple, straightforward style, with abundance of interest- 
ing facts and figures, and constitutes a valuable addition to the 
general knowledge of Japanese labor and industries. 

The chief characteristic of Japanese labor in the past has been 
its subserviency to the almost absolute domination of the employers. 
The innate submission of the working classes prevented rebellion, 
even under the most trying circumstances. This the author calls 
the Chinese system of labor, and he says it is now passing away. 
Thus far there has been little supervision by the state; it was 
believed that state-interference would place the country, with its 
under-developed industries, in a position of even greater economic 
inferiority, and that the alleged cordiality of relationship between 
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employer and employed would be destroyed by an attempt to regu- 
late rights and juridic relations. The writer regards these reasons 
as far from weighty, and says that such affectionate relations between 
master and man exist only in theory. The number of small indus- 
tries and the difficulty of inspection, however, do render state-regula- 
tion particularly onerous and hard to accomplish. 

It is noted that contracts are arranged for the most part by word 
of mouth. These contracts are often broken by the flight of the 
laborers; the latter are unused to regular work on machines, and 
speedily tire of it. They leave their positions to enter a different 
trade or are attracted to other establishments by the offer of higher 
wages. There is much knavery in this proceeding, especially on the 
part of the intermediaries, who make a business of securing such 
alienations; all sorts of subterfuges are employed to give legal 
plausibility to such desertion. The results have been generally dis- 
appointing to the laborers, and a strong prejudice has arisen against 
all recruiters of labor. Severe laws have been passed to do away 
with this irregularity. 

Provisions for assuring health and wellbeing to the employees are 
quite insufficient. A temperature of 110°F. is common in the shops. 
Child-labor is met with everywhere, and is justified by the excuse 
that it keeps the young out of vice. Under the proposed law, no 
child under ten years of age can be employed in an industrial estab- 
lishment (exceptions being allowed in special cases), and no child 
under fourteen is to be employed over ten hours a day. Only 60 
per cent. of the young children attend school, and do not work. 
Education is poor and insufficient, and instruction is given at night, 
when the long labor-day (average, 12 hours) is over; the edict 
of 1881 orders that children shall attend school for eight years 
(from 6-14 years of age), but it is disregarded. 

In case of accident, payments are made, but the laborer’s right 
is very incomplete and poorly guaranteed. Payments are small; 
$15 and burial (costing $3.50-$15) seem to be the maximum in case 
of death in Osaka. Societies for mutual aid are good because 
otherwise than by their agency it is hard for workmen to get medical 
attendance at all. Hygiene is never assured; the laborers are 
ignorant of the most elementary of hygienic principles. The total 
expenditure for hygiene in all establishments of any size is given as 
$6,202,620. 

One yen ($0.50) seems to be the highest wage paid—to men of 
the first class; women and children of the first class receive respec- 
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tively one-half and one-quarter of this sum (in cotton-mill in 
Kanégafutchi). Small premiums are paid for regularity and other 
desirable qualities in employees. To prevent desertion of laborers 
a system of employee’s cards has been instituted; there is a great 
deal of labor, verification and red tape generally connected with 
this, leading to much idleness and loss of wages. It is a restriction 
to the natural competition of growing industries. 

Wages are paid generally once or twice a month; two or three 
times in six months certain workmen receive an increase of wages— 
never, however, of over 10 sens ($.05) per diem. Little saving is 
possible on such wages; besides this, the people have no habits of 
economy. They squander their wages in gourmandizing. <A system 
of so-called obligatory saving has been put into operation whereby 
three-sixths per cent. of the monthly wage is laid aside for the laborer, 
drawing five-tenths per cent. interest. The workman cannot draw 
this amount until his term of contract is completed, and here emerges 
the true character of the system; its real object is to retain a hold 
upon the laborer so as to force him, under penalty of confiscation 
of his savings, to remain at work and to submit to strict regulations. 
The writer regards this as a covert attack on the system of property 
right. A voluntary system also exists (one in each cotton-mill) but 
it does not flourish; $4,585 savings of 951 persons for the year 
1897 are reported in Kanégafutchi and $120 for 212 in Hirono. 
Recompenses are balanced off by penalties; the latter are said by 
the author to be especially regular in their incidence. The appren- 
tice-system even now demands a long novitiate (three-five years) ; 
most apprentices do not stay out their time, but desert as soon as 
they have acquired a smattering of their trade, and hire out as 
workmen. 

There follow regulations regarding industrial establishments, their 
location, noise, provisions against fire, accident, etc. These differ 
in different provinces, as there is no fixed national law on this 
subject. The system of workmen’s barracks and “cities” is briefly 
discussed ; the movement is in favor of the latter. Inspection is not 
very efficacious, having been in the hands of the Commissioner of 
Police, a man very busy in his proper vocation; the new law pro- 
poses to place it under the Minister of Agriculture and Commerce. 
Penalties upon employers are not severe for violations of provisions 
regarding factories, etc.; the highest fine noted is $100. 

On the whole, Japanese labor is almost helpless in the hands of 
the employing class and needs special protection. 


A. G. KELLER. 
Yale University. 
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Railroad Operations: How to Know Them. By J. Shirley Eaton, 
Statistician of the Lehigh Valley Railroad, New York. The 
Railroad Gazette, 1g00—pp. 313. 


Mr. Eaton, who in the course of a varied experience as a railway 
officer has had abundant opportunity to become acquainted with the 
matters of which he treats, has written a book which cannot fail 
to be of great value to railway men. It is a study of the application 
of statistical methods to the current investigation of railroad busi- 
ness from the point of view of those who have been charged by the 
owners of those properties, with the duty of administering them in 
such a way as to secure a satisfactory return upon the capital 
invested. It is a comprehensive and detailed statement of the daily 
practice, and, better still, of the daily aspirations of an officer who 
wishes to secure for his branch of the service the highest possible 
utility. The work will unquestionably have a permanent and 
authoritative place in the limited literature to which practical rail- 
way men turn for instruction. 

From the point of view of the academic student of transportation, 
it has a different but none the less a definite value. It covers the 
entire range of railway activities, so far as these can be expressed 
numercially, and has the appearance of having been compiled, with- 
out much rewriting, from notes and memoranda made during 
the intervals in daily routine by an active railway officer. As such, 
it displays to the student a picture of the practical aspects of the 
transportation industry that can scarcely be obtained elsewhere. It 
is not easy reading for those without railway experience, for the 
writer has made constant use of the technical terminology of his 
profession and frequently presupposes an amount of practical 
knowledge that few outside of it possess. The extreme condensa- 
tion is something of a difficulty. There is an occasional indefinite- 
ness of expression that is undesirable and there are other blemishes 
of style, all of which tend to obscure the meaning and detract from 
the real value of the work. Nevertheless the student who, in spite 
of these obstacles, will master this work will be amply repaid, not 
cnly by the practical knowledge of railway methods that he will 
gain, but by obtaining also a clearer appreciation of the point of 
view of those who administer railway properties. 

One of the strongest features of the book is the clearly indicated 
appreciation of the limitations of statistics and the futility of 
attempting to determine, by its method, questions wholly beyond 


its scope. The criticism of some of the statistical statements that 
23 
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are frequently required under current railway practice is direct 
and convincing. As examples of accurate and clear interpretation 
of important conditions with regard to which there has been a good 
deal of misunderstanding, the following are introduced : 


‘“‘There are conditions under which any freight may at some time be con- 
sidered competitive; . . . . The difference between the more and the less 
competitive business is in the imminence of this competition asa direct acting 
force and not a mere potential quantity. The least competitive business is that 
which permits the widest margin of variation in the rate without affecting the 


volume of business.’’—pp. 9-10. 
‘*Retrenchment is of two kinds—that which is real and that which borrows 
from the future . . . . Tothe manager, his embankments and cuts, his 


ties and bridges, rails and buildings are a bank where he has accumulated a 
usefulness extending well into the future. To these he may go and draw 
when his credit in the money market is low.”—p. 45. 


There are many other passages that are equally concise and sug- 
gestive. It is impossible in a brief review to present even an outline 
of so comprehensive a work, but a single chapter may be selected 
which shows Mr. Eaton’s work at its best and at its worst. For 
this purpose the chapter entitled “Earnings Classification,” pp. 262 
et seq., is selected because the subject treated is among those most 
familiar to students. This chapter was clearly intended to present 
some general suggestions concerning the classification of earnings, 
which, in the judgment of the author, will best enable the railway 
manager to determine whether rates are profitably adjusted. In 
reality it goes much further and outlines the author’s theory of 
the criteria of reasonable charges. The first paragraph contains 
the following in regard to the traffic manager’s classification of 
freight: 


“In his classification, expense of handling, distance, and insurance theoreti- 
cally entered as factors. But, practically, insurance and expense of handling 
entered only in such a crude way that it may almost be said that they did not 
enter at all. Even distance itself was very much disregarded.’’ 


The foregoing is Mr. Eaton at his best and shows how, at times, 
he can brush away cobwebs that have vexed railway managers 
during the whole history of the steam locomotive, and have been 
not much less an impediment to students. 

A little later, in the same paragraph, Mr. Eaton writes: 


“The theory of classification is that all the articles in each class involve 
the same cost to handle and the service performed is of equal value to them 
all.”’ 
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Here is a flagrant misuse of the word “theory”; a reversion to 
the idea of separate costs which the author has done much, else- 
where, to dispel; a doubtful use of the term “value;’ and a 
generalization that, with the most lenient interpretation, is far too 
broad. 

The author’s theory of charges is the time-honored what-the- 
traffic-will-bear theory which is held by railway men generally and 
to which in its proper form nearly all students return in effect, even 
though they prefer to call it the “socialization of rates,” with 
Professor E. R. Johnson, or the “theory of public utility,” with 
Professor H. C. Adams. Mr. Eaton’s statement of this theory and 
his analysis of the conditions which make such a system of charges 
the best practicable are worthy of commendation. He is less 
happy when he suggests, possibly without intention, that there can 
be no unjust discrimination unless “direct’’ costs vary, and it is 
difficult to see much force in the statement that the bases of rate- 
adjustments may generally be traced back to the costs of more 
primitive transportation. It is misleading, also, to say that: 


“After the direct expense has been paid back it is a matter of indifference 
to the railroad what may be the basis for getting back the fixed charges, so 
long as it rests on fairly stable conditions.”’ 


This statement ignores the fundamental interest of the railway 
in the future development of the industries of the regions contiguous 
and tributary to its lines, an interest which is recognized by every 
enlightened railway officer and is frequently accorded a controlling 
force in determining rate-adjustments. 


H. T. NEWCOMB. 
Census Office, Washington, D. C. 


Die Sozialdemokratischen Gewerkschaften in Deutschland seit dem 
Erlasse des Sozialisten-Gesetzes. Von Dr. Phil. Josef Schmole, 
Privatdozent an der Universitat Greifswald. Zweiter Theil: 
Einzelne Organisationen. Erste Abtheilung. Der Zimmererver- 
band. Jena, Gustav Fischer, 1898—8vo, vii, 300 pp. 

The first volume of Dr. Schmdle’s work on the Socialistic Trade 
Unions of Germany appeared in 1896 and was noticed in the YALE 
Review for Nov. 1897. That part of the work supplied a general 
introduction to the subject, tracing in broad outlines the progress 
of the movement, especially since the passage of the Socialist Law 
of 1878. It is the author’s plan to issue a series of special volumes, 
of which the present one is the first, upon the individual unions, and 
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to conclude the work by a general summary of results. This plan, 
while it insures thoroughness, has the disadvantage that the earlier 
parts of the work are quite liable to be out of date before the final 
summary appears, since the movement is in a constant state of flux 
and it is difficult to foresee what its developments may be from year 
to year. The advantage of a record of the fortunes of the unions 
in the separate trades is that we can trace more clearly their depend- 
ence upon the changing conditions of business, a dependence which 
is very marked in the carpenters’ unions. 

The statistics of occupations in Germany tell us that the number 
of independent employers in the building trades increased from 1882 
to 1895 by 21 '/,, per cent., while the number of dependents, that is 
of employed, increased during the same period by 34 per cent. This 
shows that the building trades have shared in the general tendency 
of production towards concentration, though perhaps in a less 
degree than those occupations which are subject to the factory 
system. Indeed the change in the organization of the trades has 
been very marked. Ninety years ago the person for whom a build- 
ing was to be constructed bought and supplied the materials and 
employed workmen to do the work. Then there arose a class of 
contractors who themselves supplied the necessary capital and under- 
took to complete buildings for the owner. A third stage followed 
in which buildings were put up, not to order, but as it were for 
the market; builders now erected houses on speculation, supplying 
all of the capital without knowing who was to be the ultimate 
owner and selling the finished building as best they might. This 
might seem to encourage still more the growth of capitalism in the 
building trades, but in fact it has had rather the tendency to pre- 
serve the smaller contractors, because the speculating builders, whose 
principal aim was cheapness, could do better by employing unknown 
and irresponsible builders rather than large firms who would, out 
of regard for their reputation, hesitate to put up a badly-constructed 
house. In many cases the nominal builders were in reality but the 
tools of capitalists who supplied the money; they were thus pressed 
on both sides, being obliged to meet their obligations towards the 
capitalist on the one hand and, on the other, to meet the demands 
of the workingmen for better wages. This condition of things 
naturally increased the danger of wage disputes, which was also 
aggravated by the uncertainty of trade conditions, and the danger 
of a sudden change from a period of great activity to one of 
depression. 
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The general organization of the German carpenters began in 
1868 by the formation of a general association in Berlin. After 
various vicissitudes and the merging of this association in another 
formed in 1876, the socialistic law passed in 1878 dissolved all 
associations with socialist leanings. For a time there was no general 
union. The carpenters of Berlin began to agitate for higher wages 
in 1881 and formed an association of their own. A strike which 
they undertook in 1883 resulted disastrously and made them feel 
the necessity of a broader union. This was formed in 1883 by 
twenty-seven delegates from forty-one cities, who met in Berlin 
and voted the formation of the Verband Deutsche Zimmerleute. 
It is unnecessary to follow in detail the vicissitudes of this organiza- 
tion. From the beginning there seems to have been more or less 
discord among the leaders. An attempt on the part of the manage- 
ment to check the exuberance of the Magdeburg branch in order 
to prevent it from violating the ministerial order regarding strikes, 
and thus bringing the whole organization within the clutches of 
the police, led to the formation of a rival association in 1887. For 
several years these two existed side by side, though the opposition, 
which was based upon a looser form of government, was always 
weak. In 1890 the two rivals decided to make peace and to again 
unite in a single association, which has existed with few changes 
of organization since that time. It has had its ups and downs 
according to the state of trade, a period of dullness such as existed 
from 1889 to 1891 resulting in a falling off of membership 
and of funds, while a period of trade activity such as existed 
from 1895 to 1897 led to an influx of new members, successful 
strikes and general prosperity. One great difficulty, however, with 
which the association has had to contend from the beginning is 
the fact that being avowedly socialist, there is a perennial strife 
as to whether it shall be mainly a political or mainly a trade organi- 
zation. The tendency has shown itself to emphasize more and more 
the political side, hence as compared with the English unions com- 
paratively small sums are expended for the benefit features, which 
are insignificant, and most of the income goes to the support of the 
organ and the maintenance of strikes. The association is, however, 
not a very large one. Its greatest membership at the time at which 
the book was written did not exceed 18,000 out of a total of 
about 155,000 working carpenters in the German Empire. The 
significance of such a union does not, therefore, lie in its own 
strength but rather in the general movement of which it forms 
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but a part. One feels in reading the book of Dr. Schmdle that 
thus far a finished type of socialist union has not yet been pro- 
duced, and that the German Gewerkschaften, harassed as they have 
constantly been by the police and torn asunder by the bitter personal 
feuds of their leaders, are still in a state of fermentation and that 
it is not possible as yet to pass a final judgment upon them. The 
reader should also not forget that the whole work deals with the 
Gewerkschaften or socialist unions only, and does not include the 
Gewerkvereine, or trade unions of the English pattern. 
H. W. F. 


Das Aufsteigen des Arbeiterstandes in England. Ein Beitrag zur 
socialen Geschichte der Gegenwart. Von Hans von Nostitz, 
Legationsrath im Klg. Sachsischen Ministerium der auswartigen 
Angelegenheiten. Jena, Fischer, 1900. 


There are good reasons, as the author of this book observes in his 
preface, why students of the social problems of this century should 
seek their material in England. ‘That is the country where the 
modern economic organization first reached its full development, 
where the social and political results of this development first com- 
manded attention, and where the fullest record exists of the failures 
and successes in the attempts to meet the new conditions. Readers 
of German must be impressed with the amount of work that German 
scholars have done in the history and criticism of conditions in 
England, and must admire the skill and patience that have enabled 
them to achieve so many brilliant successes in their invasion of a 
foreign field. The present book is worthy to take a place in the 
line, and to hand down the tradition of good German work. It will 
not rank as a great book, it stands in a class distinctly below that to 
which Held’s unfinished essay belongs, but it is an able and inde- 
pendent study, and to both Germans and English will be useful even 
though it is not indispensable. 

The eight hundred pages of the book include the topics that the 
title would lead us to expect; the material conditions of the laboring 
classes throughout the century (money wages, time of labor, strikes, 
ability to find work, housing and other points affecting the question 
of real as opposed to nominal wages), associations of laborers (trade 
unions, friendly and coéperative societies), and legislation affecting 
the relation of laborers and employers. Then in the first part of the 
book (to page 224) are chapters on subjects less directly connected 
with the field indicated by the title, one on the political constitution 
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and its development, based largely on von Gneist, and several chap- 
ters on education. These last illustrate the merits and one of the 
faults of the book. The chapter on elementary education is 
extremely well done. A clear idea is given of the present organiza- 
tion of the primary school system, with all its complications caused 
by the existence together of private and public, religious and lay 
instruction; the present organization is explained by tracing it back 
to its origins in the early part of the century, and an appreciation of 
the progress made is combined with a criticism of the weaknesses 
still existing. The chapter on popular movements in education 
(university extension, university settlements, the Working Men's 
College, etc.) is well done too, and is appropriate. But there seems 
to be no excuse for the inclusion of much in the chapter on higher 
education, given up to a description of the life of the upper classes 
in the large public schools and at Oxford and Cambridge. The 
book was really written at different times and for different purposes, 
parts of it for lectures for the Gehestiftung, and parts for insertion 
in newspapers and reviews more or less serious in character. It 
has been worked over to a considerable extent, but still shows a lack 
of unity in its composition, and the different chapters tend too much 
to take on the character of unconnected essays. 

The authorities followed are set forth in a nine page list that 
serves as a bibliography, and are discussed in a brief special chapter ; 
they are not referred to in the foot-notes to support specific facts. 
They range all the way from Blue Books and documents of the 
Labour Department of the Board of Trade to the sketches of Richard 
Harding Davis, and the stories of Mrs. Ward and R. C. Lehmann. 
Considerable use is made of original material, especially that of 
recent date, but it is largely for the purpose of illustration, and the 
author follows in the main the lines laid down by previous writers 
(the Webbs, de Roussiers, Brentano, von Schulze-Gaevernitz, Booth, 
Haw, etc.), simply setting their conclusions off against each other 
and checking them by occasional reference to the more important 
sources. The lighter literature, represented by the examples cited 
above, is used with tact and discretion. It should be noted that the 
author spent half a year in England, studying from life the condi- 
tions and institutions about which he writes, and the book gives 
evidence that the time was well applied. 

The plan of the work can be illustrated by reference to the chapter 
on trade unions, which covers about eighty pages. There is first 
a discussion of the aims professed and realized by existing unions, 
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then follow a description of their organization and a sketch of their 
history. About thirty pages are devoted to a criticism of their 
workings, and of the relations of members to different classes in the 
outside world. The chapter closes with a review of legislation that 
forms an excellent brief history of the attitude taken toward the 
unions by the public authority. The author is not always so suc- 
cessful in the difficult task of summarizing a long series of laws, 
and is apt to run into too much detail when the ground has not been 
so thoroughly prepared for him by the work of others. 

The most interesting chapter in the book is the last, in which the 
author reviews the progress made by the working classes, and 
generalizes from the facts that he has presented. The three conclu- 
sions on which he lays the greatest stress are the following: that 
the poor, so far from growing poorer according to the theory of 
Marx, have gained, and gained most in the classes that were once 
the poorest (textile workers and miners); that the progress is a 
sum of contributions made at many different times and from many 
different sources; finally, that this progress has been influenced but 
not determined by the economic development, and that the rise of the 
laboring classes, though attended by class conflicts, has not depended 
upon them. The opposition to the materialistic doctrines of the 
German socialists is apparent. The three agents (Haupttrager) of 
the progress of the lower classes he finds in the government, in the 
associations of laborers, and in the upper classes. Of especial inter- 
est is the influence ascribed to members of the upper classes, who 
are shown to have been of the very greatest importance in the politi- 
cal and social development of the past, and of whom the author 
makes one of the main factors in the problems of the future. 

The book is provided with a table of contents, of satisfactory 
fullness, but ill supplied with page references. The publisher’s work 
is well done; the worst fault is the misspelling of English proper 
names, Marschall, Burn Jones, Loyd Jones, Tindall, (Sir James) 
Steffen, ete. 


CLIVE DAY. 
Yale University. 


IVar and Labor. By Michael Anitchkow. New York: Longmans, 
Green & Co., 1Ig00—8vo, xii, 578 pp. 
The author in the early pages notes that there are two tendencies 
in modern life. One of them is in the increased preparation for 
war, which was never so great as at the present day among the 
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nations of Europe. On the other hand, there is the larger codpera- 
tion between nations in the fields of science, fine arts and means of 
communication. From both of these tendencies there is drawn an 
argument for the abolition of war. One is that war will kill war: 
that the expense will gradually become so great and the loss of life 
so fearful owing to inventions in weapons, that it will be practically 
out of the question to resort to armed strife. On the other hand, 
it is claimed that codperation will proceed until at last war will be 
no more. It is not likely that war will be abolished simply because 
the effects of it are bloody. “War will disappear in the same way 
as slavery disappeared, not from causes that depend very little or not 
at all on the human will, but from the effects of conscious efforts 
made with a view to eradicating from contemporary life much that 
at present breeds and nourishes enmity among civilized nations.” 

Various schemes have been advanced that are to bring the reign 
of universal peace. Diplomacy, congresses, embargo and peaceful 
blockade, but above all arbitration, have been in turn thought to 
solve the problem, but all are doomed to failure. Much has already 
been done to lessen the horrors of war, but selfishness rather than 
enlightened humanitarianism is at the basis of these attempts. The 
formation of an international tribunal to settle all disputes is not 
likely to appear for some time, and if established now would fail 
from lack of power to enforce its decrees. 

Wars will occur no more from disputes as to dynastic succession, 
to preserve the balance of power, from racial or religious differences, 
but rather must we look to territorial disagreements and trade 
rivalry. Tariff regulations and immigration laws are continually 
causing ill-feeling, and we must not hope for continued peace before 
these are abolished. “Free frontiers” is then the watchword of the 
volume, and with this in view the growth of the idea of free trade 
is traced in considerable detail. What revenue is needed could be 
gained from stamp-taxes and excise, while the cordon of tariff 
stations could be abolished. 

The author is convinced that the doctrine of Malthus is entirely 
wrong, and that there is no longer any danger from over-population, 
since he sees that in time all nations will come to the condition of 
France to-day with her stationary population. Listen to his words: 
“The actual law of population may be expressed thus: With the 
attainment of relative welfare, with the development of education, 
and the strengthening of individual freedom, the population of every 
state has a tendency towards a slow yearly decrease.” Yes, rather 
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than believe in a rapidly increasing population, would he voice this 
melancholy prophecy: ‘The future of mankind is pictured, not in 
the form of a gigantic struggle for existence of milliards of people, 
but in the sad lot of the last man, who, gathering together his 
vanishing forces, sets the symbol of Redemption over his grave, 
which no one will be left to close for him.” 

The strongest portion of the work is where the obligation of the 
government to the workman is considered: that the stability of the 
monetary unit must be preserved, and the property rights of all of 
the people guarded. From the fact that the communication-rent 
continually increases, it is argued that the government should pur- 
chase all of the railways within its boundary. He outlines a plan 
by which this could, in his estimation, be done with little incon- 
venience to the state treasury. But, not content with this inaugura- 
tion, he advances to a conception which, to say the least, is somewhat 
radical. He would have a legal maximum placed upon the amount 
of real estate which it shall be allowable for any one man to hold. 
Those who possess more than this amount shall sell the surplus to 
the state, which shall then divide the property into small parcels to 
be rented to the poor. Moreover, no one in the future shall be 
allowed to acquire more than the maximum allowed by law. He 
thinks the change to this system could be effected with little difficulty. 
The result of this would be greater happiness and an increased 
population, although earlier in the work we see that the population 
of all states is bound to decrease. 

The historical portion of the work, which comprises, possibly, 
a half of the volume, is of especial interest, and shows Mr. 
Anitchkow to be a man of wide sympathies. The frequent refer- 
ences to the United States are generally accurate, but exception 
must be taken to his history of paper money in this country prior 
to the Civil war, since he would lead us to think that the system 
of New York State was generally adopted throughout the country. 
The proof-reading was generally evidently carelessly done. The 
following sentence will prove this. “Hedley in his Railroad Trans- 
portation said that freights were lower in the United States than 
anywhere else, and on the average were one and a quarter per cent. 
per ton mile.” 

WM. B. BAILEY. 


Yale University. 
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Charlemagne (Charles the Great). H. W. Carless Davis. New 
York and London: G. P. Putnam’s Sons, 1900. 


The series of Heroes of the Nations has waited long for its 
biography of Charles the Great or Charlemagne—perhaps the delay 
was due in part to the difficulty of selecting one of these names for 
the title, when the choice of one was bound to provoke criticism, 
perhaps abuse, from the adherents of the other. Mr. Davis has put 
both names upon his title page, which is probably the best way of 
meeting the dilemma. In much the same fashion he has met another 
inevitable difficulty, that of deciding just what nation it is that is 
entitled to lay claim to the great ruler. In the sub-title he is 
denominated “The Hero of Two Nations’; if advocates of the 
exclusive rights of either are not satisfied with the share thus con- 
ceded to them they will find still less comfort when they reach one 
of the closing passages of the book. “He was not a Frenchman; 
he was nota German . . . He belonged, in fact, to no nation 
of modern growth, but to the only nation which, in his day, deserved 
the name, to that nation in which local and racial differences were 
suppressed or transcended,—to the nation of the Catholic Church 

The civilization which he fostered was catholic, like his 
religion, and the patrimony of Christendom at large.” 

The author’s plan, as announced in the preface, is to give an idea 
of the Emperor’s personality and of his influence upon [European 
history, restricting the discussion of institutional developments to 
the points most directly connected with his career. All of the three 
elements of the book indicated in the plan receive fair treatment, but 
the author seems to have put most of his pains on elucidating politi- 
cal history in which Charlemagne was an actor; his relations with 
the rulers of the Lombards and the Bavarians, the motives for his 
expeditions into Spain and against the Avars, his relations with the 
Pope, including the vexed questions of the renewal of Pepin’s 
donation and of the imperial coronation,—all these are discussed in 
considerable detail. They are difficult questions, and the consider- 
able place that they take up in the book makes it suited to the use 
of advanced students rather than of beginners. Though the author 
does not make the discussion of these questions as interesting as 
the other parts of his book, he does inspire confidence in his ability 
to handle them. He appears to be conversant with all the more 
important primary and secondary authorities, and has a thorough 
appreciation of their relative values. He shows a decided talent in 
giving color to his story by quotations from letters and from later 
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legends. He writes with his eye on the object, free from conven- 
tional bias. The Frankish town was “a network of filthy narrow 
lanes, swarming with beggars” (p. 39); the Christianity taught to 
the Saxons was “a dry collection of dogmas and anathemas. Its 
preaching was composed of invectives against the old worships; its 
catechism of barren formulae” (p. 105); the Slavonic tribes were 
not a part of the Empire but merely a “sphere of influence” (p. 208) ; 
the capitularies were “a medley of scattered suggestions, reflections 
and commands,” and not one-tenth of them were ever put into 
execution (p. 221). Sometimes the reader is struck by a word or 
a phrase which is not familiar in American usage: for example, 
span (past of spin), deteriorate (used as a transitive verb), “the 
more part are.” As a rule the style is simple and agreeable. The 
illustrations are abundant, well chosen and well executed; the source 
of each is given, as it should be. There is one map of Europe in 
black and white, and there are small maps of the various countries 
in the Empire, but these are very sketchy as can be seen from the 
location of towns in the map of Brittany (opp. p. 264). The book 
is provided with contents, index, genealogy and chronological table. 


CLIVE DAY. 
Yale University. 


Das Sparen, Sein Wesen und Seine Volkswirtschaftliche Wirkung. 
Dr. Karl Freiherr v. Manteuffel. Jena, Gustav Fischer, 1g00— 
PP- 147- 


Dr. Manteuffel’s monograph is a critical discussion of the theories 
of savings. By savings, the author means (p. 4) the creation of 
new capital through abstinence. He quotes (p. 6) as aptly express- 
ing his conception, the words of Adam Smith: “Parsimony and 
not industry is the immediate cause of the increase of capital. 
Industry indeed provides the subject which parsimony accumulates. 
But whatever industry might acquire, if parsimony did not save and 
store up, the capital would never be the greater.” He devotes the 
second part of the thesis to an elaborate excursus into the psychology 
of savings, distinguishing three motives: the ethical motive (p. 31), 
saving from temperance; the native motive (p. 32), saving from 
instinct, and the economic motive (p. 34), saving from desire of 
profit. Throughout this discussion, the writer is in open agreement 
with Roscher, whose influence is here as elsewhere very apparent by 
the frequent foot references to the “Grundlagen der Nationalikono- 
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mie.” The third division is by far the most valuable part of the 
work, treating historically the various theories of savings. He traces 
minutely and in a scholarly style the development of the undercon- 
sumption theories from the publication of Bernard de Mandeville’s 
Fable of the bees. Melon, Forbonnais, James Steuart and 
Sonnenfels as well as Smith, Maitland, Proudhon, Blank, Vidal, 
Herkner, Kirchmann and Hertzka figure in this historical sketch. 
He especially criticises the views of Herkner (p. 68) and Kirchmann 
(p. 83), and in general all the underconsumption theories (p. 94), 
denying (p. 100) the possibility of overcapitalization. The essay 
closes with a positive Sparpolitik, warmly advocating all of Roscher’s 
proposals to encourage saving among the poorer classes of the 
people. Two features, especially emphasized, are the postal sav- 
ings bank system, and the plan of the graded interest-rate, decreas- 
ing in amount with increased size of deposit and thus establishing a 
differential in favor of very small savings. 

The one defect—almost impossible to avoid in a monograph of 
this sort—arises in isolating the subject of saving from the general 
theory of population with which it is so vitally intertwined. More 
saving on the part of the poorer members of society means after all 
less nourishing food, more ill health and the accompanying higher 
death-rate. Many will doubtless feel that the dictum of the Italian 
is unanswered, that the best savings bank for the laboring man is 
his stomach. 

JOHN PEASE NORTON. 

Yale University. 
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RECENT LITERATURE. 


The translation of Professor Ladislas Zaleski’s monograph on the 
philosophy of objective law into French under the title “Le Pouvoir 
et Le Droit” (Paris, Librarie C. Reinwald, 1899), not only puts 
within reach in brief compass the views of the more important 
writers on the philosophy of law, but in addition serves to remind 
one, first, of the work already accomplished by the Russian writers 
on the theory of law, and second, of the insignificant position now 
occupied in the philosophy of law by the once dominant theory of 
“natural rights’ and of “natural law.” In the historical part of 
the work, the author treats critically the historical school of law 
as affected by evolutionary utilitarianism of the school of Ihering, 
but dismisses from consideration the theory of “droit naturel et 
d'autres théortes metaphysiques . . . car leur caractére erroné 
a été suffisamment établi dans la science.”—a striking commentary 
on the present position of that principle of law, which in the hands 
of Grotius and his disciples contributed so much toward the develop- 
ment of International Law, and again in the hands of Locke, 
Rousseau and others to a revolution on two continents. The work 
consists of three parts: (1) an examination of utilitarianism as the 
basis of law, as developed in the writings of Bentham, Mill, Spencer, 
Darwin and Weissmann; (2) a critical history of the two leading 
schools above mentioned from the time of Savigny’s “Beruf unserer 
Zeit” (1814) to the present time, together with summary statements 
of the views of the principal writers on law, of the English, French, 
Italian, and Russian schools; and (3) a detailed statement of the 
author’s views which he names “’une théorie générale utilitaire 
évolutioniste du droit.” The author has given his chief attention 
to the doctrines of the German jurists who, as Lightwood shows, 
have failed to distinguish or see the desirability of separating the 
domain of morals from that of law. It is not strange, therefore, 
that M. Zaleski, failing to understand or appreciate the work of 
the analytical school of jurists, concludes that “Ja réunion de 
deux domaines -de la morale et droit -c’est Vidéal auquel nous 
aspirons.” 

Dr. John R. Commons, under the title “Representative Democracy” 
(New York: Bureau of Economic Research), has collected a series 
of essays contributed to various publications to which he has added 
two others that appear here for the first time. The central theme 
of the work is well expressed in the title. Dr. Commons has dis- 
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covered the reason for the so-called failure of democracy and is 
ready with a remedy. His remedy is, in a word, the representation 
of interests rather than of majorities. Each group of inter- 
ests with unity of purpose sufficient to organize a party would, 
under the author’s plan, be entitled to its share of representation in 
the legislature. This is to be supplemented by the initiative and 
the referendum, in order that any group above a certain size may 
propose legislation, or may call for a vote on any act approved by 
the legislature before it takes effect. The fundamental defect of all 
of Dr. Commons’ devices is that they depend for their efficacy, not 
upon men but upon machinery. We already have the referendum 
largely in use in connection with the ratification of constitutional 
amendments in many of the States. The strikingly small per cent. 
of voters who care to express their convictions on such occasions 
is a continual warning to those who depend, primarily, upon any 
other method of improving our political life than that of elevating 
the morale of the citizens. 

The American Academy of Political and Social Science has pub- 
lished (McClure, Phillips & Co., New York, 1900) the addresses 
delivered at its fourth annual meeting under the title “Corporations 
and Public Welfare.” The series of addresses are grouped under 
four heads: I. The Control of Public-Service Corporations; II. 
The Influence of Corporations on Political Life; III. Combination 
of Capital as a Factor in Industrial Progress; IV. The Future of 
Protection. 

The Academy, in its last two annual meetings, has reached a 
standard of excellence which it will find difficult to maintain, and 
other similar organizations to surpass. The strongest group of 
papers is, undoubtedly, that which is given the position of honor in 
the text. Of these Professor Gray’s, on “The Control of Gas Com- 
panies,” is at the same time of the greatest popular interest and of 
the highest scientific value. 

The series of papers on the “Combination of Capital” are in eco- 
nomic value distinctly below those read at the annual meeting of the 
American Economic Association at Ithaca, in December, 1899; from 
the practical side, however, they must be rated of at least equal 
importance. Mr. Dill, whose practical experience with corporations 
gives his words peculiar weight, has developed a new dictum by 
which the industrial progress of the future is to be judged, viz., 
“The industrial movement must stand or fall by the proposition 
whether industrials are or are not to become an investment for the 
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small capitalist.” This is worthy to be put beside Professor Sidney 
wT Sherwood’s statement in his address before the American Economie 
{ Association at Ithaca, New York, December, 1899: “The successful 
: management of legitimate industry means adequate wages and divi- 
{ dends, no less than lowered prices to the consumer. It is the ability 
, to maintain the proper balance between these three forces which 
will decide the ultimate fate of the trust as a form of industrial 
ae organization.” The character of the speakers, representing as they 
eid |i did both economics and politics on the practical as well as the aca- 
demic side, emphasizes the fact that in the face of our new and 
} exacting problems in industry, finance and government, we are likely 
0 eP to see in the future a greater solidarity of interests accompanied 
a by a much more active cooperation in their solution. 
} Professor A. Garelli of Turin in his “// Diritto Internazionale 
Tributario” (Turin, Roux Frassati e Co.) ‘has undertaken the 
development of a hitherto neglected phase of private international 
{\\ law—that relating to taxation. The migration of capital and capi- 
ah talists, residence of wealthy people abroad and the circulation of 


af ‘ capital across national boundaries raises many perplexing problems 
iy of taxation. In this first part of his work he discusses the general 

i theory of the taxation of such property by the states which have 
4 a chance to strike it if they choose to do so. The forms of such 


taxation whether direct or indirect, on income or expenditure, its 
incidence, and the status of the persons whether resident foreigners 
| Hi , or citizens living abroad, are all fully discussed. A later install- 

ment will examine the actual practice of modern states in dealing 

; with this problem. 

ait The eighth number, dated 1900, of Neefe’s “Statistisches Jahrbuch 
bie th deutscher Stidte’ contains the usual carefully prepared tables and 
well digested text on a large variety of topics connected with city 
Bie life as well as new material on the finances of German cities and 


| fb on the liquor traffic. It would be difficult to suggest any improve- 
DAR ment in form or any additions to the now complete array of subjects 
1a | covered by the year-book. A full subject index to the first eight 
th numbers, 1890-1900, is appended to the volume. 


“Die Entwickelung der Preise des Stadtischen und Landlichen 


farm land in a small district of central Germany during the past 


i it if Immobiliarbesitzes zu Halle (Saale) und im Saalkreise,” by Dr. Car! 
Steinbriick (Jena, Fischer, 1900, Conrad’s Sammlung national- 
dkonomischer und statistischer Abhandlungen, X) gives the results 
ne Yh of a careful study of the changes in the price of city real estate and 
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century. The results are presented in perspicuous tables, which offer 
material for numerous interesting deductions. Of these the most 
apparent is the relatively rapid increase in the value of urban as 
compared with that of farming land, though the latter has increased 
sevenfold since the first two decades of the century. 

Under the catching title of “America’s Economic Supremacy” 
(The Macmillan Co., New York), Mr. Brooks Adams has grouped 
a series of essays on what may be styled the symptoms of the present 
state of the world. A wide range of historical reading is drawn 
upon for much hazardous generalization about the past and a good 
deal of ingenious guess work about the future. The latter may turn 
out to be penetrating forecasts, but at present, in view of the slender 
evidence, they are far from convincing and with the generalizations 
will not appeal to the serious student. ‘English Decadence in the 
West Indies,” for example, is studied without taking into account 
the abolition of slavery or the varied make-up of the populations 
of the different islands. The essay on “Natural Selection in Litera- 
ture” is a most interesting and suggestive study of the working of 
social forces in literature by a comparison of Scott and Dickens as 
the exponents of militant and industrial society. 

Apart from occasional brief extracts in the newspapers, the 
American reader has had little opportunity to see with others’ eyes 
the course of events in the Philippines. For this reason as well as 
for its high sincerity, Mr. Richard Brinsley Sheridan’s “The Fili- 
pino Martyrs” (John Lane: The Bodley Head, New York) should 
have a wide reading. Mr. Sheridan is an English lawyer, and if 
our conjecture be not amiss a grandson of John Lothrop Motley, 
who was in Manila shortly before and during the outbreak of 
hostilities. His record is that of an eye-witness, warmly sympathetic 
with the United States in the Spanish war, but equally warmly 
opposed to our policy in the Philippines. As he believes it is sup- 
ported through a misconception of the situation, he is at special 
pains to show that the Filipinos are a civilized people among whom 
he found “men of refinement and cultivation.” The most valuable 
chapters are those describing his visit to Aguinaldo and the night 
of the outbreak of hostilities. 

The widespread sympathy of liberal minds with the people of 
Finland last year in their peaceful resistance to practical absorption 
by Russia led to the sending of a delegation to the Czar bearing a 
petition signed by over a thousand names of distinction in politics, 


science and literature asking for a reconsideration of the decree of 
24 
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Feb. 15, 1899. One of the members of this unofficial embassy from 
liberal Europe, Professor Van der Vlugt of Leyden, has written a 
most interesting account of the deft and courteous baffling of their 
efforts to secure an interview with the Czar (Pour La Finlande. 
L’Humanité Nouvelle. 15 Rue des Saints-Peres, Paris). There 
are also some vivid sketches of the leading Russian ministers and 
a pathetic picture of the universal sadness in Finland over the 
impending loss of their traditional rights. With this pamphlet 
Professor Van der Vlugt also publishes a critical examination of 
the Finnish question (Le Conflit Finlandais, envisagé au point de 
vue juridique), consisting of a study of the personality and ideas 
of Pobyedonostseff the ruling spirit of Russia, and an impartial pre- 
sentation of the Russian and Finnish cases with a general review of 
the whole. Russia could not have a happier moment for bringing 
to a successful issue this enterprise of imperialism than when the 
two foremost champions of liberty in the world are engaged in 
projects sufficiently similar to deprive sympathy or protests proceed- 
ing from them of all influence. 

Mr. James H. Hopkins’ “History of Political Parties in the United 
States” (G. P. Putnam’s Sons, New York) gives in an impartial 
narrative the superficial aspects of our party history without any 
penetrating analysis and with little evidence of extended study. One 
is surprised to learn that “in the early days of the Republic, the 
country was not disturbed by questions of the tariff or of the cur- 
rency.” The Whigs as a party are introduced several years 
before the name was adopted. The appendix contains the party 
platforms in extract or in full from 1840, the Virginia and Kentucky 
resolutions, and a table showing the popular vote in the last four 
elections. The serious student will find little that is instructive or 
suggestive in Mr. Hopkins’ pages. 

The number of “source books” recently published and announced 
is a striking testimony of the interest awakened in the methods of 
teaching history by the discussions of the last few years. One of 
the most comprehensive of those manuals giving both constitutional 
documents and illustrative extracts from contemporary writers for 
the whole period of English history comes from the hand of Dr. 
Guy Carleton Lee, Johns Hopkins University (Source Book of 
English History, Henry Holt & Co., New York). In addition to 
the documents and extracts, the editor has performed a useful service 
in presenting a list of the sources of English History. He over- 
estimates, however, the completeness of this list and its accuracy 
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leaves something to be desired. Among the most important omis- 
sions are the failures to record the Italian “Relations,” except the 
scanty one on the England of Henry VII, and the Reports of the 
Hist. MSS. Commission. There is also a lack of references to the 
critical discussions of the sources, like those in Lappenberg-Pauli, 
Busch’s England Under the Tudors, Ranke, and Gairdner’s Early 
English Chronicles. The Calendars of State Papers are said to 
begin with the reign of Henry VIII (p. 11), the note on the Acta 
Sanctorum is inexact, as is also that on the Granvelle Papers where 
the Correspondence du Card. Granvelle is included in the French 
Docs. Inédits. On page 31 the Eng. Hist. Review is called the 
English Historical Magazine and the same mistake is made in refer- 
ring to the Am. Historical Review. Misprints in names, too, occur 
not infrequently. In short, one cannot help feeling that in the rush 
to get the book on the market the editor has not allowed himself 
time for either a high degree of accuracy or completeness. The 
beginning of the Tudor Period with the year 1509 (p. 225) will 
perhaps confirm this impression. 

In the body of the work Dr. Lee seems to have exercised good 
judgment in selecting from the mass of materials available. Yet 
one may be allowed to question whether the interests of the day 
should secure sixteen pages for the Boer question when Canada 
does not receive a page. 

The second volume of Bishop Hurst’s “History of the Christian 
Church” (Eaton & Mains, New York), although it comes down to 
the present day, is mainly devoted to the precursors of the Reforma- 
tion, the Reformation and the Counter-Reformation. Students will 
find the voluminous bibliographies a serviceable guide to the recent 
secondary literature (down to 1899) of the field. The service, how- 
ever, would have been greater had the lists been winnowed and the 
space taken up by antiquated secondary authorities been allotted to 
brief lists of the sources. Not that these are entirely neglected, 
but the attention given to them is occasional only. In his method, 
Bishop Hurst reminds the reader of Schaff. The narrative portions 
give evidence usually of the study of the recent important mono- 
graphs. That such an oversight as calling Charles V the nephew 
of Maximilian, p. 168, should get into the text and stay there is 
perplexing. 

Cempuis, by Gabriel Giroud (Schleicher Fréres, Paris), gives an 
account of the pedagogical experiment of M. Robin at the Orphelinat 


Prévost, at Cempuis, and the assault made upon them by clericals 
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and conservatives, which is in a high degree interesting and instruc- 
tive. The work is enriched by more than forty photogravures. 
From the same publishers come a volume of essays and addresses by 
Professor de Greef, entitled Problémes de Philosophie Positive, 
written with the author’s usual vigor and clearness. 

Mr. Spofford’s “A Book for All Readers” (G. P. Putnam’s Sons, 
New York) may be warmly commended to all who are buying books 
and forming libraries. His chapters cover nearly every topic of 
interest to the librarian and the book owner and are packed with 
pertinent information, valuable suggestion, entertaining observations 
and bookish anecdotes. The chapter on Bibliography is especially 
well adapted to guide students beginning research to the necessary 
helps in their work. 
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